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“American 
Express 
Pre-packaged 
Travelers 
Cheques 
are... 





quicker and better for our clients 


and our tellers!” 


... SAYS MR. CHRIS FOX, Vice President and 
Director of Public Relations for The State 
National Bank of El Paso. 


“We at The State National have had exception- 
ally good results with American Express Pre- 
packaged Travelers Cheques. 


“Not only do we serve each client faster, we re- 
duce the bank time required for the transaction. 
There’s a distinct benefit on both sides of the 
teller’s window, a benefit multiplied many times 
over, since more than a third of all our Trav- 
elers Cheques sales are pre-packaged sales.” 


Interested in the timesaving, profit-making ad- 
vantages of Pre-packaged Travelers Cheques? 
For further details or supplies, write to Mr. 
James A. Henderson, Vice President, American 
Express Company, 65 Broadway, New York 6, 
New York. 
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kit contains eight different packages 
ranging in value from $50 to $1,000. 
Many banks have already placed a kit 
with every teller. 





JUST DATE-—AND SELL THEM. 
All the teller need do is add date. Issu- 
ing Pre-packaged American Express 
Travelers Cheques is about as easy as 
handling the equivalent in cash. 


AMERICAN EXPRESS COMPANY 


MONEY ORDERS * CREDIT CARDS * TRAVEL SERVICE * FIELD WAREHOUSING * OVERSEAS COMMERCIAL BANKING * FOREIGN REMITTANCES * FOREIGN FREIGHT FORWARDING 


28 y a - - st 
TELLER’S SALES KIT. Handy sales 








Teller reaches for right package — that’s 
all. Information once supplied by teller 
is now pre-printed on purchaser’s appli- 
cation form. 
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AT EVERY TELLER’S WINDOW. 
Now every teller can handle American 
Express Travelers Cheques easily and 
profitably—help your bank achieve im- 
portant increases in sales. 





What To Do When the Client’s 
Business Is Too Good 


Do you have on your books a successful and growing com- 
pany whose rate of progress is exceeding its capital forma- 
tion? Is the company growing so fast that it is going be- 
yond your own willingness to advance funds, for legal or 
other reasons? 


Generally, in such situations, the business must apply 
the brakes to its healthy growth or loans must be made 
which are substantially above and beyond proper bank 
lending standards. No one likes to stifle this growth yet 
policy or legal reasons will require you to observe cer- 
tain limitations. 


There is a solution to this problem which is both con- 
structive and profitable. Simply call Commercial Factors 
Corporation. Through our factoring or accounts receiv- 
able financing services we will enable you to continue 
your relationship with your depositor, yet relieve you 
of all or part of the credit and financial risk involved. 
We will participate with you in a variety of ways. 


For details on our continuing relationship with 
banks write for our free booklet, “How and When Your 
Bank May Profitably Recommend the Services of Com- 
mercial Factors.” Address your letter to Walter M. 
Kelly, President. 


Commercial Factors Corporation 


One Park Ave., N. Y. 16, N. Y. » MU 3-1200 
Established 1828 





From Where We Sit... . 


Needed: A Written Code 


Let us raise a standard to which the wise and honest can repair. 


LSEWHERE in this magazine we have said that the 
speakers who appeared before last month’s con- 
vention of NABAC, The Association for Bank 

Audit, Control and Operation, ‘‘addressed themselves 
not only to every phase and aspect of problems asso- 
ciated with these banking functions, but with subjects, 
as well, that have to do with our behavior as citizens of a 
free country and participants in a free economy.’’* 


There was, for example, the observation by keynoter 
Gaylord A. Freeman, Jr., president of the First National 
Bank of Chicago, that our good fortune as a country was 
not just a matter of geography, but primarily a result 
of our founding fathers’ early motivations and the na- 
tion’s continuing principles. These principles, he de- 
clared, involve economic, political, religious, and social 
freedoms which have brought to us a multitude of bene- 
fits that have made us a model for other nations. But, 
he continued, these principles will avail us little in our 
life-or-death struggle with the Soviet Union, unless we 
are dedicated to them and are willing to live by them. 
“Our future,” he concluded, ‘“‘rests in our hands.”’ 


Speaking to the same audience the then ABA vice 
president, Sam M. Fleming, observed, ‘‘. . . if we are to 
survive in our grim struggle with international commun- 
ism, we must demonstrate that we have the moral fibre 
to achieve the goals of our humanitarian way of life.” 
Mr. Fleming’s remarks were specifically addressed to the 
subject of ‘Ethics in Banking,’ but he was just as 
clearly talking about ethics in general.** 


These gentlemen were saying, in effect, that it is the 
general level of the integrity of our citizenry that will, 
in the main, determine the ultimate outcome of the cold 
war; a theme that has been stressed repeatedly in these 
columns. The communist threat is causing us to con- 
sider as never before just what it is that makes for 
strength or weakness in a struggle for survival, and it 
has become increasingly clear to all who are really 
weighing the question that we can win only by cleaving 
to “the nation’s continuing principles.” 


Our opponents have a set of principles to which they 
are thoroughly dedicated, however wrong they may be; 
and the mere fact of their existence makes them a fac- 
tor to be reckoned with. We have no choice but to be- 
come even more dedicated to our own infinitely superior 
set of principles; and we can do that only by fully de- 
termining first of all precisely what they are and then 
demonstrating by our own conduct our complete will- 
ingness to live by them. 

At one point in his address Mr. Fleming referred to 
banking ‘“‘as a profession, because the formulation of a 
code of ethics is one of the first evidences of the emer- 
gence of a profession.’”’ At another he said there were 
‘many situations of limited or potential conflict of in- 


*See page 66. 
**For the full text of Mr. Fleming's address, see page 40. 
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terest which are not and should not be covered by law. 
These must be handled by bankers themselves and 
covered by banking’s own code of ethics.” 


Banking, of course, has such a code, and it is almost 
universally observed. It might be said to call for the 
exercise by the banker of simple honesty and fairness in 
all of his relations with his customers, employees, 
shareholders, and the public in general; which is to say, 
as well, that community and national welfare must be 
given due emphasis in all of his deliberations. 

But we submit that it isn’t enough for each of the 
members of any profession to go his own way in conform- 
ing to his own private code of ethics, however care- 
fully considered and backed by sound conviction it may 
be. There are to be found in banking as in every other 
business or profession people of all shades and degrees 
of integrity. Few are inherently unfair or dishonest, 
but there are many who lack a full understanding of the 
finer points that mark the difference between ethical 
and unethical conduct in many of the situations with 
which the banker is called upon to deal. 


Bankers in general are agreed that policies govern- 
ing their various activities, to be really effective, should 
be reduced to writing. It is held by those who advocate 
written statements of policy that the mere task of for- 
mulating such a statement goes far toward bringing to 
bear on each step in the process the best thinking of all 
who participate. It is only thus, moreover, that our 
policy makers can do an adequate job of bringing their 
decisions to the attention of everyone for whom their 
guidance is intended. 


All of which suggests to us the high desirability of 
formulating at the national level a Code of Ethics for 
Banking. Such codes have been adopted in years past by 
individual banks, state associations, and other segments 
of organized banking, but they have been too largely 
forgotten. There is a crying need for their revival, and 
anything that can be done toward updating them and 
causing their wider adoption at local and regional levels 
will be all to the good. 


But there is an even greater need for the adoption of 
a statement of principles, by whatever name it may be 
called, that will set before the bankers of the country 
as a whole a standard of conduct to which they may look 
for guidance; and one that will declare to people every- 
where that banking is in fact a profession in the finest 
sense of the word. That way lies survival. 


Editor 
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INTERNATIONALLY 
SPEAKING 


Not only has the Common Machine Lan- 
guage of MICR been widely adopted in the 
United States, but plans are underway for 
its use by banks in check-handling systems 
in other parts of the world. Indeed, MICR 
may well meet world-wide adoption within 
a relatively short time. 


As an instrument for money transfer in this 
“international language” operation, the check 
is now, more than ever, a precision form... 
from paper through printing. 


The safety and sortability of checks printed 
on LaMonte Safety Papers speak 
eloquently for their use in the pre- 

cision requirements of MICR. 










“om THE 
= WAVY LINES ® 
ee ARE A 
™ LA MONTE 
= TRADE-MARK 


i safety paper for ch 


¥ 


rg ee “ _ — * ye 
Batlle. it tein seth oon o ieee el Si Maat at tat nO Naa gins ae alae Mint nal, 


GEORGE LAMONTE & SON e NUTLEY 10, NEW JERSEY 


3 








ABA’s 87th ANNUAL CONVENTION 


San Francisco, October 15-18 


Th 


7 
PROGRAM acr 
San 
Agricultural Subscription Breakfast Remarks 87t 
Monday, 8:00 A.M. The Honorable Ray M. Gidney ean 
Comptroller of the Currency 
Sheraton-Palace Hotel, Gold Ballroom forr 
Presiding Sas ties 
John H. Crocker Trust Division ent 
Chairman, Agricultural Committee, ABA Mond 5 
Chairman of the Board, Citizens National Bank ee, ee best 
Decatur, Ill. Civic Auditorium, Larkin Hall T 
“Barns and Skyscrapers—Inseparable” Greetings ban 
W. B. Camp J. R. Johnson 
President, W. B. Camp & Sons, Inc. Vice President and Senior Trust Officer San 
Bakersfield, Calif. Bank of America N. T. & S. A. also 
’ Sa ti Address of the President fina 
Savings Division Robert R. Duncan ven 
Monday, 10:00 A.M. Chairman of the Board, Harvard Trust Company Stre 
Civic Auditorium, Larkin Hall Cambridge, Mass. f 
Presiding Election and Installation of Officers e 
Gaylord A. Freeman, Jr. porwr Wel 
President, Savings Division, The American Bankers Association . : ($2 
President, The First National Bank of Chi a ! 
eee tee een a President, Federal Reserve Bank of San Francisco ($2. 
Election and Installation of Officers Ban 
Symposium: “Your Savings Can Be More Profitable” ° i 
irate Hetlieas First General Session forn 
Charles M. Williams Tuesday, 9:15 A.M. ern 
Edmund Cogswell Converse Professor of Banking and Finance a ae ‘ The 
Harvard Univ., Graduate School of Business Administration Civic Auditorium, Convention Hall Fed 
S. Edgar Lauther Presiding 
President, Irwin Union Bank & Trust Company Carl A. Bimson and 
Columbus, Ind. President, The American Bankers Association excl 
Courtenay 3. then President, Valley National Bank of Arizona 0 
Vice President and Creative Director Greetings 
Johnson & Lewis, Inc. Paul E. Hoover ecor 
San Francisco, Calif. Chairman, General Convention Committee posi 
Pres. The San Francisco Clearing House Assn. ly, t 
State Bank Division Pres., Crocker-Anglo National Bank as 
a 
Monday, 10:00 A.M. Address of the President , 
ae as ‘ Mr. Bimson the 
Civic Auditorium, Convention Hall of t 
Address of the President Address 
neta t. Adame The Honorable C. Douglas Dillon utec 
: President, Bank of York Secretary of the Treasury ; stat 
York, Ala. Election of Officers *The 
Election and Installation of Officers “~ took ot Electronics” tide 
Remarks Robert W. Galvin the ¢ 
Robert L. Myers, Jr. ; President, Motorola, Inc. uniqu 
National Association of Supervisors of State Banks Chicago, Ill. larly, 
Secretary of Banking for Pennsylvania F and 
Harrisburg, Pa. Angel 


“Taxes and the Government Debt: a Plan for the Sixties” 
George Champion 
Chairman of the Board, The Chase Manhattan Bank 


National Bank Division 
Monday, 2:00 P.M. 
Civic Auditorium, Convention Hall 
Address of the President 
Ben H. Wooten 
Chairman of the Board, First National Bank in Dallas 
Election and Installation of Officers 
Address 
John E. Horne 
Administrator, Small Business Administration 
“Problems of Success” 
The Honorable Thomas B. Curtis 
United States Representative 
Webster Groves, Mo. 


Second General Session 
Wednesday, 9:15 A.M. 


Civic Auditorium, Convention Hall 





Presiding 
President Bimson 


Report of the Executive Vice President 
Dr. Charls E. Walker 


“Economic and Financial Outlook” 
Roy L. Reierson 
Senior Vice President, Bankers Trust Company 


Report of the Resolutions Committee 
Inauguration of Officers 


“Losing Freedom by Instalments” 
Ronald Reagan 
Actor 
Pacific Palisades, Calif. 
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ASSOCIATIONS 
The Eighty-Seventh 


Thousands of bankers from all 
across the country will converge on 
San Francisco this month for the 
87th annual convention of The Ameri- 
can Bankers Association. The site, the 
formal program and the various activi- 
ties planned by the large correspond- 
ent banks assure one of the biggest and 
best banker conclaves ever. 


The host city itself offers visiting 
bankers a dual attraction: not only is 
San Francisco a tourist’s delight, it 
also ranks among the nation’s great 
financial centers. Headquartered on 
venerable Montgomery and California 
Streets are such institutions as Bank 
of America (resources: $11.8 billion), 
Wells Fargo Bank American Trust Co. 
($2.8 billion), United California Bank 
($2.1 billion), Crocker-Anglo National 
Bank ($2.0 billion), The Bank of Cali- 
fornia ($721 million) and First West- 
ern Bank & Trust Co. ($578 million). 
The city also boasts the third largest 
Federal Reserve Bank in the country 
and the fourth biggest stock 
exchange.* 

Operating in a fast-growing regional 
economy and occupying a strategic 
position nationally and international- 
ly, the San Francisco banks have been 
able to grow at a rate well in excess of 
the national average. Of course, much 
of their expansion can also be attrib- 
uted to mergers, acquisitions and 
statewide branch banking. Thus, the 
*The Pacific Coast Stock Exchange actually con- 
sists of two trading floors, one in San Francisco and 
the other in Los Angeles, linked together by a 
unique direct voice communications system. Simi- 
larly, Bank of America, United California Bank 


and First Western maintain headquarters in Los 
Angeles as well as in San Francisco. 
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CARL A. BIMSON 


six banks named above operate a 
total of nearly 1,200 branches, or 
roughly one in every 10 bank branches 
in the U.S. 


Washington Flavor. The formal 
convention program is again built 
around an impressive array of rostrum 
headliners from banking and business 
(opposite page). It also features four 
representatives of Government. The 
latters’ appearances are likely to at- 
tract more than usual attention this 
year because of the many changes that 
have taken place in Washington, and 
because all four currently figure in the 
financial news: 


@ Treasury Secretary Douglas Dillon 
is now conceding that the budget 
deficit for the current fiscal year will 
be “‘in the $6 billion range,’’ and some 
observers fear the red ink will run 


CONVENTION HEADLINERS GIDNEY, FREEMAN, CHAMPION, WOOTEN, REIERSON 





even higher than that. Federal spend- 
ing is expected to hit $88.5 billion in 
this fiscal year, up a whopping $12 
billion over fiscal 1960, Ike’s last full 
year in control of the budget. Secre- 
tary Dillon is saying, with at least 
some justification (page 15), that a 
$6 billion deficit does not pose a seri- 
ous inflationary threat ‘‘under the 
present circumstances.”’ But he may 
have a hard time convincing his bank- 
er audience in San Francisco of that. 
@ Comptroller of the Currency Ray. 
M. Gidney has been ousted by the 
Kennedy Administration, effective 
next month. A conservative Republi- 
can appointed by President Eisen- 
hower, Mr. Gidney has done a great 
deal to improve the national banking 
system during his more than eight 
years in the post. But it’s been no 
secret in recent months that Bobby 
Kennedy wanted to dump him. One 
reason: Mr. Gidney has approved cer- 
tain major bank mergers the Justice 
Department is attacking. 

@ Rep. Thomas B. Curtis (R., Mo.) 
of the tax-writing Ways & Means 
Committee is sponsor of a bill to re- 
peal the present 12 per:cent bad-debt 
reserve ceiling applicable to savings 
and loan associations and mutual sav- 
ings banks. This would require such 
institutions to secure a Treasury rul- 
ing on bad-debt reserves, as is the 
case with commercial banks. While 
the Curtis bill itself appears to stand 
little chance of enactment (any legis- 
lation in this area probably will come 
in a package with other Administra- 
tion tax proposals), it nevertheless has 
been a significant milestone in the 
fight for ‘‘tax equality.” 

@ John E. Horne, Administrator of 
the Government’s Small Business Ad- 





ministration, last month announced a 
new program for expanded commer- 
cial bank participation in SBA finan- 
cing. Mr. Horne is expected to plug 
for this new program in San Francisco. 


At least two other convention ad- 
dresses will have a Washington flavor: 
George Champion, chairman of The 
Chase Manhattan Bank, is slated to 
present a plan to bring taxes and the 
Government debt into line, and Actor 
Ronald Reagan will warn of “losing 
freedom by instalments.’’ The formal 
convention resolutions also will be 
directed primarily at Washington. 
Thus, ABA is expected to urge 1) 
sound Federal fiscal policies, 2) con- 
tinuation of flexible monetary and 
credit policies by a Federal Reserve 
free of political domination. The asso- 
ciation also is likely to reaffirm its 
stand on ‘‘tax equality” and other 
banking legislation. 


No Strain. As is usually—but not 
always—the case, the election of ABA 
officers for the coming year will be a 
cut-and-dried affair. Sam M. Fleming, 
58, president of Third National Bank 
in Nashville, will automatically move 
into the top office, succeeding Ari- 
zona’s Carl A. Bimson, who has been 
one of the most popular and effective 
presidents in ABA history. Similarly, 
M. Monroe Kimbrel of Thomson, Ga., 
is unopposed for vice president of 
ABA. Mr. Kimbrel has ably headed 
the association’s important Federal 
Legislative Committee since 1957. 


* * * 


Two other financial associations last 
month announced officer slates for 
1961-62:. 

Curtis H. Bingham of Los Angeles 
was nominated for president of the 
Investment Bankers Association of 
America. Also named were the fol- 
lowing nominees for vice president: 
David J. Harris, Thomas M. Johnson, 
William T. Kemble, James H. Lemon 
and Walter H. Steel. Nomination is 
tantamount to election at IBA’s 50th 
annual convention in Hollywood, Fla. 
next month. Mr. Bingham is president 
of Bingham, Walter & Hurry, Inc. 


William M. Edens, second vice 
president of Continental Illinois Na- 
tional Bank & Trust Co., was elected 
president of Robert Morris Associates, 
the national association of bank loan 
officers and credit men. Eugene M. 
Howard, vice president of American 
Fletcher National Bank & Trust Co., 
moved up to first vice president of 
RMA, and William W. Mitchell, exe- 
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cutive vice president of The First 
National Bank of Memphis, was 
elected second vice president. The new 
officers will be formally installed dur- 
ing the association’s 47th annual fall 
conference next month. 


MERGERS 


Into the Courts 

As a result of new Government 
antitrust actions, the bank merger 
picture appears as confused as ever. 
After failing in 11th hour attempts to 
prevent consummation of two big 
mergers—one in New York, the other 
in Chicago, the Justice Department 
last month filed suits to dissolve them, 
even though both had been approved 
by other Federal agencies. The banks 
involved: 


@ Manufacturers Hanover Trust Co. 
(resources: $5.8 billion), created Sep- 
tember 8 via the merger of Manufac- 
turers Trust Co. and The Hanover 
Bank, following approval by the 
Federal Reserve Board. 


® Continental Illinois National Bank 
& Trust Co. ($3.2 billion), product of 
the merger of City National Bank & 
Trust Co. of Chicago into Continental 
on September 1, following approval 
by Comptroller of the Currency Ray 
M. Gidney (BANKERS MONTHLY Mac- 
AZINE, Sept. 15). 

Earlier this year, Justice filed suits 
1) to block the proposed merger of 
The Philadelphia National Bank ($1.2 
billion) and Girard Trust Corn Ex- 
change Bank ($800 million), 2) to 
break up First Security National 
Bank & Trust Co. ($81 million) of 


Lexington, Ky., product of a consoli- 
dation on March 1. Both mergers 
were OKd by the Comptroller. The 
former trial has now been concluded, 
with final arguments scheduled for 
later this month. 

In still another area, the antitrust 
division of the Justice Department 
last month launched a probe of three 
Minneapolis-based bank holding com- 
panies: Northwest Bancorporation 
($2.1 billion), First Bank Stock Corp. 
($1.9 billion) and Bank Shares, Ine. 
($100 million). 


EXECUTIVES 
Changes of the Month 


Manufacturers Hanover Trust Co. 
disclosed its top officer lineup follow- 
ing approval by the bank’s new board 
of directors at its first meeting: 


The general administrative board, 
as previously announced, will consist 
of Charles J. Stewart, chairman of the 
board; R. E. McNeill Jr., president; 
Horace C. Flanigan, chairman of the 
executive committee; William S. Gray, 
chairman of the finance committee; 
Gabriel Hauge, vice chairman; and 
Raymond C. Deering, Andrew L. 
Gomory, Reese H. Harris Jr., Milo B. 
Hopkins and Eugene S. Northrop, 
executive vice presidents. 


Corporate staff and services officers 


include Edmund Leone, vice presi-} 
Walter fF i 
vice president-operations; > 


dent-administration; 
Thomas, 
John B. Henneman and Frederick W. 


Oswald, vice presidents, personnel} 


Colin MacLennan, controller; and 


Stanley van den Heuvel, secretary.) 
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PACEMAKER 


in the nation’s fastest growing market 


First National’s latest expression of confi- First National has long been noted for its 
dence in the continued growth of Santa Clara “firsts” in Santa Clara County. 
County is shown above. The head office build- First Bank to establish a complete electronic accounting system. 
ing is being re-dressed, both inside and out. First Bank with industrial development service. 
Modernization includes complete new facia, First Bank in the West establishing a Retail Charge Plan. 
new interior design and decorating. First Bank with drive-up teller windows. 
This modern bank will serve as an inspira- First Bank having postpaid bank-by-mail. 
tion for business to keep pace with the rapid First Bank providing lowest cost new car loans. 
growth of Santa Clara County, California. First Bank giving individualized home loans. 


THE First NATIONAL BANK 


of San Jose + Palo Alto + Los Altos + Los Gatos * Mountain View + Santa Clara + Saratoga 


Member Federal Deposit Insurance Corporation 
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wé* provide banking connections 
for correspondents wherever they may be needed. 
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FIRST NATIONAL CITY BANK, of course! 
Member Federal Deposit Insurance Corporation, naturally 
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Metropolitan division senior vice pres- 
idents are Herbert J. Osborne, Chal- 
len R. Parker Jr., Andrew S. Sawers, 
Jerome A. Thirsk, Sidney A. Trundle 
Jr. and Peter White. 


National division senior vice presi- 
dents are Raymond A. Lockwood, 
William H. Miller and Roger D. 
Elton. Paul A. Remmel is senior vice 
president in branch administration. 

International division senior vice 
presidents are Harry P. Barrand Jr. 
and John L. O’Halloran, with G. But- 
ler Sherwell as vice president-senior 
consultant. In the trust division, 
Henri Z. Lake and Robert M. Lovell 
are senior vice presidents-personal 
trust, with James T. Harrigan and A. 
Frederick Keuthen, senior vice presi- 
dents, corporate trust and agencies. 


Other top departmental officers are 

Craig S. Bartlett, vice president and 
treasurer, securities and investments; 
and Stephen F. Casko, senior vice 
president, personal loans. 
@ Walter M. Ross, Granger Costikyan 
and Seymour Dribben were named 
senior vice presidents of Chemical 
Bank New York Trust Co. Mr. Ross 
will head the bank’s national division, 
and Mr. Costikyan was named asso- 
ciate head of that division. Mr. 
Dribben continues as an officer of the 
international division. 


@ Helmut Andresen was appointed 
executive vice president of United 
States Trust Co. of New York with 
over-all supervisory responsibility for 
the bank’s trust and estate adminis- 
tration. The bank also announced 
the promotions of Henry G. Hopper, 
Frederick M. E. Puelle and Robert C. 
Shriver to senior vice president. 


BANK STOCKS 
Dividend, Share Changes 


®The new Manufacturers Hanover 
Trust Co. (59) paid an initial quarter- 
ly dividend of 50 cents a share. The 
merged bank has 11,718,667 shares 
outstanding. 

® The First Pennsylvania Banking & 
Trust Co. (67) announced plans to 1) 
split its stock 2-for-1, 2) establish an 
initial annual dividend rate of $1.20 
on the new stock, (vs. $2.30 on the 
present stock), 3) offer an additional 
394,975 shares of the new stock on a 
1-for-12 basis at a price to be announc- 
ed later. The rights offering will be 
underwritten by Drexel & Co.; Merrill 
Lynch, Pierce, Fenner & Smith, Inc.; 
Smith, Barney & Co.; and associated 
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firms. The financing is expected to 
be completed by December 15, at 
which time First Pennsylvania will 
have 5,134,675 shares outstanding. 
@ National Newark & Essex Banking 
Co. (39) split its stock on a 5-for-2 
basis, and is offering to sell an addi- 
tional 100,000 shares of the new stock 
on a 1-for-10 basis prior to November 
1. It is the presént intention of the 
board to establish an annual dividend 
rate of $1.40 a share on the new stock, 
which is equivalent to $3.50 on the 
old shares. The bank had been pay- 
ing $3.40. Following these actions, 
National Newark & Essex will have 
1,100,000 shares outstanding. 


@ Bank of Delaware (31) paid a 60 per 
cent stock dividend, and announced 
a year-end cash extra of 20 cents a 
share on the 1,008,000 shares now out- 
standing. 


POLITICS 


Hat in the Ring 

R. Crosby Kemper Jr., 34-year-old 
president of City National Bank & 
Trust Co. of Kansas City, last month 
filed as a candidate for the U. S. 
Senate from Missouri on the GOP 
ticket. Known as a conservative, 
the young banker was an early Eisen- 
hower supporter, has been working 
for various Republican causes ever 
since. Tall, personable Crosby Kem- 
per is rated an excellent chance of 
winning the Republican Senate nom- 
ination and then carrying his normally 
Democratic state. 


MUNICIPALS 


New Competition 


Time was when a $100 million issue 
of California bonds would almost 
automatically go to the powerful un- 
derwriting syndicate managed by 
Bank of America. Just as surely, big 
Illinois issues were awarded to the 
traditional “Chicago bank’’ account 
headed by Continental Illinois, First 
National, Harris Trust, Northern 
Trust and Halsey, Stuart. But twice 
in a row of late the Bank of America 
group has lost out in competitive 
bidding for an outsize California issue 
to little-known State Street Securities 
Corp., an affiliate of William S. Mor- 
ris & Co. And late last month, the 
200-member ‘‘Chicago bank’ group 
was nosed out on a $100 million issue 
of Illinois bonds by a bid from a 
smaller syndicate formed by Glore, 
Forgan & Co, 
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WASHINGTON REPORT 


Whatever else they may or may not have done, the Kennedy Administration and 
the 87th Congress easily set a_new record for peacetime spending. Before the 
lawmakers finally adjourned late last month they had appropriated $95.8 billion, 
$12 billion more than appropriated last year for the Eisenhower Administration. 

Of the total, about $88 billion will be spent in the current fiscal year. 





Most legislation relating directly to financial institutions has been carried 
over to the second session of the 87th Congress next year. 

The Treasury tax proposals head the list. One of these, of course, provides 
for increased taxation of savings and loan associations and mutual savings banks. 
Another would impose withholding on interest and dividends. Most commercial bankers 
support the former, oppose the latter. 

Key to the whole package, however, is the controversial tax credit designed 
to stimulate plant and equipment spending. Whether or not the Administration will 
offer an alternative formula more acceptable to business remains to be seen. 


The "truth in lending" bill, which would require that consumer finance 
charges be expressed in terms of simple annual interest, was not seriously pushed 
this year, but rates a 50-50 chance of enactment in 1962. 

The self-employed pension bill, of considerable interest to bank trust 
departments, cleared the House despite strong Treasury opposition. Fate of the 
measure in the Senate next year is doubtful. 

A Federal mutual savings banks bill was. introduced in both Houses near the 
end of the first session, too late to obtain much Congressional reaction pro or con. 


Consensus _is that the new Comptroller of the Currency, James J. Saxon, is an 
able administrator and well qualified for the job, although little is known as yet 
about his views on mergers and other banking issues. 

The 47-year-old Saxon has been an attorney for The First National Bank of 
Chicago since 1956, but all of his earlier career was in Washington. He actually 
started out in the Comptroller’s office, as a securities statistician, then worked in 
a variety of other Treasury Department jobs, winding up as assistant secretary. 
After leaving the government he spent four years as assistant general counsel in the 
Washington office of The American Bankers Association. 

A Democrat, Mr. Saxon replaces Ray M. Gidney, a Republican and longtime 
friend of banking (page 5). 


Political note: Former President Eisenhower remains the central figure in the 


' Republican party. Many had predicted that once he left office leadership of the GOP 
| would shift to Nixon, or Goldwater or Rockefeller, but it hasn’t worked out that way. 
| Indeed, the famous Eisenhower appeal seems as strong as ever. 


Ike is reported ready to campaign actively for Republican Congressional 


; Candidates in 1962. He’1ll hit hard at big domestic spending by the Democrats. 
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-¢¢ the RECORDAK'R 


For fast, convenient reference to microfilm and printmaking\ wh 


In seconds the versatile REcorDAK Reader-Printer 
gives you a sharp and photo-exact paper copy of 
any document on 16mm or 35mm _ Recordak 
microfilm, whether in roll form, transparent ace- 
tate jacket, or aperture card. 


Operation is completely automatic from the 
instant the Print Button is pushed. There is 
nothing further to do but pick up the trimmed, 
ready-to-use print of the projected microfilm 
image. The cost is about 9¢ for photographic 
paper and chemical used. 


Special features of the new RecorpDAK Reader- 


Printer add versatility to its speed and conver 
ience. For example: 


@ Microfilm images can be viewed right side up regard- 
less of how they are positioned on the film, thanks 
to Reader Head which can be rotated full 360°. 

@ Full line of accessory lenses of magnifications be 
tween 11x and 34x—interchangeable in seconds—is 
available. The RecorpAk Reader-Printer comé 
equipped with one lens of your choice. 











@ Illumination control. A calibrated dial allows ir 
stant adjustment to assure optimum print quality. 





@ One-year service at no extra charge . . . an important 
Recordak extra that’s backed up ‘by a_ skilled, 
nationwide service organization. 
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Write today for full details on the RECORDAK 
Reader-Printer, also on Recordak microfilmers 
designed for large and small operations. Recordak 
Corporation, 415 Madison Avenue, New York 17, 
New York. 


SRECORDRK’ 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming 
—now in its 34th year 


IN CANADA contact Recordak of Canada Ltd., Toronto 
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New REcorDAK 
RELIANT 500 

Microfilmer automatically feeds, photographs, 

indexes up to 500 checks a minute. Even cancels or endorses 
them automatically with accessory unit. Also features 
instantly interchangeable film units. 







New Recorpak PORTABLE 
Microfilmer weighs only 
24 Ibs. Just the microfilmer 
to use in decentralized 
operations . . . or where 
the volume doesn’t war- 
rant high-speed, automatic 
Recordak equipment. Easy to operate. 
Photographs up to 90 checks a minute. 
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Our man in charge was telling us about 
it. He leaned forward, relishing the 
group’s inquisitive expressions. “There 
are,” he said, “the usual well-known 
routes. Then there is our route—some of 
us call it ‘The Phantom Route.’” 


We were waiting for him to explain 
when one of the listeners spoke up: 
“You mean we have established con- 
tact with a ghost train?” 


Our man laughed and went on. “Not 
quite, but we have developed some un- 
usual transit methods—ways of sending 
checks that you won’t find on any of 
the published timetables. 


“Here’s an example of how it works. 
For one correspondent friend we found 
that we could save time in clearing his 
cash letter by actually flying it in the 


direction opposite its destination.” He 


paused and smiled, “By doing this, 
we could make connections with a 
faster incoming plane. It meant a sav- 
ings of some two or three hours to him. 
We always look for quicker ways of 
getting transit items to us and we are 
helped considerably by the people at 
the Postal Service in doing this. 


“Pouch mail? Sure, it’s a regular part of 
the system. Making use of every clock- 
beating advantage, charting individual 
plans and the like—these add up to what 
we call ‘The Phantom Route.’” 


Of course, matching the ingenuity of 
these transportation methods is the fast 
work of our own people—in three shifts 
—around the clock. 


Bankers Trust check clearing opera- 
tions are planned to give you the earli- 
est availability of funds—regardless of 
volume. If you have a problem involv- 
ing delays in your own check clearing 
operation, why not let our route makers 
study the problem? The kind of imagi- 
nation they use has a way of produc- 
ing practical results. 


BANKERS TRUST COMPANY . 


16 Wall Street, New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 
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OUTLOOK FOR 
BUSINESS & MONEY RATES 


Impact of Increased Federal Spending... 


Federal spending is headed sharply 
ligher at a time when the economy al- 
sady is in a strong uptrend. Does this 


un inflation is a foregone conclusion? 


»st probably, the answer is no, al- 
the danger is present. Right now 
, there are several important off- 


ness recoveries now has the 

added impetus of increased 
government spending—for both the 
defense buildup and domestic welfare 
programs. This raises several impor- 
tant questions regarding: 1) the im- 
pact of this increased spending on the 
amplitude and the duration of the up- 
ward swing in business activity; 2) its 
impact on inflation; 3) its impact on 
interest rates. 

Any analysis of the potentialities 
involved properly starts with a full 
realization of the vigor of the pre- 
Berlin crisis recovery. For example, 
the upward surge of the seasonally- 
adjusted Gross National Product from 
$500.8 billion in the first quarter of 
1961 to $515.0 billion in the second 
quarter was the greatest dollar in- 
crease for any postwar quarter other 
than the 1950 quarter immediately 
after the outbreak of the Korean war. 


National income, personal income 
and total compensation of employees 
likewise have been in marked upward 
trends. In addition, as early as June, 
non-agricultural employment had 
passed all previous levels; and housing 
starts were again moving up. 


Back to Red Ink: Despite this re- 
covery, the Treasury reported a defi- 
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oO” of the sharpest postwar busi- 


just ahead. 


By RAYMOND RODGERS* 
Contributing Editor 


cit of $3.9 billion for fiscal 1960-61, 
and most observers expect a deficit of 
nearly $7 billion for the present fiscal 
year. Also, despite the sharpness of 
the recovery, money rates, other than 
a very moderate firming of short-term 
rates, were relatively easy in response 
to the active easy money efforts of the 
Federal Reserve authorities. 

So, even before Congress had acted 
on most of the new spending, a 
healthy, vigorous business recovery, 
at a much more rapid pace than 
generally expected, was well under 
way. 

Up & Up. Defense spending for 
armament and men has already been 
increased by $3.3 billion. New spend- 
ing programs of all kinds will boost 
Federal outlays some $6.5 billion in 
the current fiscal year. Moreover, it is 
estimated that these programs will 
lead to a $17 billion rise in Federal 
spending by 1965, bringing the 
“rand” spending total to $105 billion 
a year (which does not include Social 
Security and the other items carried 
outside the budget). 

*Mr. Rodgers is Professor of Banking in the Gradu- 


ate School of Business Administration, New York 
University. 


. Inflation Prospects 
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So, it should be clearly understood 
that the increased spending that has 
been voted is not merely a temporary 
result of the Berlin crisis; on the 
contrary, it is meant to be permanent. 


Such increases in spending have a 
twofold effect on the American econ- 
omy. Their first—and major—effect 
is a psychological one. Their second— 
and later—effect is, of course, the 
actual increased purchases of goods 
and services by the government. 


Impact on Stocks. Anticipation is 
the key to the psychological effects. 
The important role it plays can be 
seen in the bullish reaction of the stock 
market, and in the immediate upward 
pressure on interest rates. Since the 
late ’30s such anticipation has largely 
centered on inflation. The powerful 
effect anticipation of inflation has had 
on American affairs can hardly be 
overestimated—and it continues. 

Anticipation of better business, with 
its impact on consumption expendi- 
tures, willingness to borrow, inventory 
accumulation and capital expenditures 
by corporations, also has an immediate 
and growing effect on the stock 
market. 


The actual effects of the new legisla- 
tion are, of course, increased expendi- 
tures by government and a greater 


15 








demand for goods and services. The 
ultimate effect of this increase in 
spending may be higher taxes; but 
the immediate effect is nearly always 
an increase in the Federal deficit, as 
the government is not on a pay-as-you 
go basis. Under present conditions this 
means deficit financing of the most 
dangerous (from the standpoint of in- 
flationary pressures) kind, as new 
securities will necessarily be sold to 
the commercial banks, increasing the 
money supply. 

Spurt in GNP. So far as business is 
concerned, however, the immediate 
effect will be an acceleration of the al- 
ready rapid rate of advance... This 
means an increased rate of economic 
growth—by the end of the year, the 
Gross National Product could rise to 
an annual level of, say, $540 billion; 
and the Federal Reserve Index of In- 
dustrial Production (1957=100) could 
rise to the neighborhood of 120. 

Acceleration of the business re- 
covery will also cause a more rapid 
growth of employment. But increased 
employment opportunities will in- 
evitably result in increased demands 
on the part of labor for wage ‘‘ad- 
justments” and, thus, further con- 
tribute to inflationary pressures. 

In any event, we are well under way 
in a vigorous expansion of business 
activity which promises to be longer 
than usual and exceptionally buoyant. 
As a revival of inflation on any conse- 
quential basis would, however, cause 
this upward movement to fall short of 
its potential, that threat will now be 
analyzed. 


MA MARTIN 


TREASURY SECRETARY DILLON 
How high spending? 


The Danger. At the outset, it 
should be noted that inflation is an 
ever-present danger in a democracy. 
And this is doubly true in America 
where politics and “humanitarian’’ 
instincts have caused us to shoulder 
most of the burdens of the welfare 
state on a national basis, as well as 
many such burdens on an interna- 
tional basis. The danger is further 
compounded by lack of fiscal disci- 
pline and the method of financing 
these enormous requirements. 

The 1960-61 deficit of $4 billion and 
the 1961-62 deficit, which already 
promises to be well in excess of $6 


FEDERAL RESERVE CHAIRMAN MARTIN 
Ease, neutrality or restraint? 


billion, make sound debt management 
impossible. Moreover, the practical 
difficulty of financing these deficits 
other than through the sale of short- 
term obligations, many of which wil] 
necessarily find their way into the 
commercial banks, further aggravates 
the danger. 


The cost-push pressures of the ever- 
higher wage demands of labor also 
add continuous fuel to the fires of in- 
flation. 


Confidence in the $? And probably 
the greatest danger of all is the pos- 
sibility of a change in the attitude of 
the public—i.e., more spending and 
less saving. Any loss of confidence in 
the dollar—domestic or international 
—could lead to a flight from it, the 
consequences of which could be very 
serious, indeed. 


This is because liquid savings are 
enormous; and short-term liabilities 
to foreign owners are in excess of $22 
billion. Even a renewal of the out- 
flow of gold—which is quite likely— 
could shake confidence in the dollar 
both at home and abroad and set in 
motion a chain of highly undesirable 
consequences so far as inflation is 
concerned. 


So, whether viewed from the stand- 
point of business prospects, wage 
policies, government spending, debt 
management or international position, 
there are inflationary dangers on 
every hand. 


Offsets. But, fortunately, there 
also are some powerful anti-inflation- 
ary forces. Over the short run at least 
these forces can be expected to offset 
the new inflationary pressures—un- 
less of course the Kennedy Admini- 
stration abandons all vestige of fiscal 
responsibility. 

While the latter is possible, I do not 
expect it under present world con- 
ditions. It follows then that I antici- 
pate only the comparatively minor 
price increases that always accompany 
a strong upward swing in business 
activity. This is necessarily a relatively 
near-term view. 

Several of the factors that support 
this view may be summarized, as 
follows: 


@ Excess capacity in many lines of in- 
dustry, and ample capacity in nearly 
all lines is an outstanding character- 
istic of the American economy right f 
now. The widespread character of this 
excess capacity is evidenced by the 
thin backlogs of orders on the books 
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of hard goods manufacturers. Thus, 
although orders increased 15 per cent 
from January to June, they were still 
near 11 year lows. Excess facilities 
notwithstanding, plant capacity is 
being further increased at a growing 
rate. 


@ Wholesale price weakness has 
plagued American business in recent 
months. For example, the “all com- 
modity”’ index in June reached the 
lowest level since November 1957. In 
the same month, industrial prices 
were little above the 10-year low they 
hit late in 1956. 


@ Unemployment may become a nag- 
ging problem because of the large and 
growing size of the inflow into the 
labor market. This, of course, has a 
sobering effect on wage demands and 
greatly contributes to the productivity 
of those still working. ~ 

@ Competition among American pro- 
ducers is very keen; and competition 
from foreign producers presses heavily 
on the American market in many lines 
and is a threat in practically all lines. 
@ The balance of payments problem 
(commonly called the gold problem) 
makes the U.S. very vulnerable to the 
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impact of inflation, as it would in- 
crease imports and reduce exports, 
Because of this vulnerability, runaway 
prices will have to be prevented at all 
costs. The alternative would be a 
heavy outflow of foreign-owned 
funds, an increased outflow of gold, 
and a probable international financial 
crisis. 

@ Anti-inflationary measures have 
been instituted in both Great Britain 
and West Germany. The steps the 
British have been forced to take in an 
effort to preserve their competitive 
position in world markets are lessons 
that will not be overlooked by the 
other industrial nations. West Ger- 
many also has been forced to take 
steps to prevent her boom from getting 
out of hand. 


@ Scare buying by consumers is not 
likely as they are now well stocked 
and no longer evidence an inclination 
to hedge against price increases. 

@ The Kennedy Administration al- 
ready is exerting pressure on steel- 
makers to absorb the industry’s recent 
wage hike without increasing prices; 
threats and persuasion could be 
changed to formal government con- 
trols. (However, while such controls 
might dampen inflation, they would 
be apt to create more problems than 
they solve.) 


As this analysis demonstrates, in- 
flation is by no means a foregone con- 
clusion. In fact, it seems clear that 
the U. S. shall be forced to avoid it 
because of her international position. 


The Demand Side. The upswing in 
business activity will cause increased 
demands for funds from several 
sources: 


Business will need more funds for 
increased volume, larger sales and 
larger inventories. 


Consumers will use more funds, 
particularly for financing their in- 
creased purchases of automobiles and 
other durable goods. 


_ Construction will require increased 
funds on all fronts, including financing 
for the higher level of housing starts. 


Treasury requirements for funds 
will be higher because of the mounting 
federal deficit. (It should be kept in 
mind that these needs will be financed 
primarily through the sale of short- 
term obligations.) 


State and local governmental agen- 
cies will continue to require larger 
and larger amounts. ° 
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So, it is beyond question that there 
will be a sizable increase in the de- 
mand for funds. 

Whither Rates? Nevertheless, the 
sharply higher interest rate levels an- 
ticipated by some are highly unlikely. 
As has often happened in the past, 
many of the participants in our money 
and capital markets have permitted 
the “wish to become father to the 
thought.”” Such anticipations do not 
give sufficient weight to the ability of 
the Federal Reserve authorities to in- 
fluence rates. 

The full effect of the demand- 
pressures for higher rates’ will not be 
felt until the first half of 1962, when 
the full fruition of increased defense 
expenditures will be superimposed on 
an economy already operating in high 
gear. What, then, will be the policy of 
the Federal Reserve authorities? 


Fed Policy. Although the Federal 
Reserve will certainly move from its 
policy of active credit ease in the di- 
rection of neutrality, it can be assumed 
that there will be no real restraint so 
long as we have consequential idle 
plant capacity and unemployment 
problems. To disregard these facts of 
economic life would run counter to the 
principles of money management em- 
bodied in the practices and legislation 
of recent years—particularly the Em- 
ployment Act of 1946. Moreover, it 
would be diametrically opposed to the 
pronouncements and philosophy of 
the present Administration; and the 
Federal Reserve is seeking, if possible, 
to avoid an open break with Kennedy 
and his economic advisers. 


Summarizing, legislative prescrip- 
tion, money management precedents 
and political considerations all indi- 
cate that the changes in Federal Re- 
serve credit policy will be gradual, 
indeed. Or, putting it in historical 
terms, a return to the aggressive 
credit restraint policies of 1959 is not 
to be expected unless a serious dollar 
crisis develops. In short, only the 
urgent necessity of defending the in- 
ternational position of the dollar by 
credit measures would be likely to 
cause the authorities to resort to 
active credit restraint, under present 
conditions. 


So, the increase in money rates that 
must be expected, particularly in the 
first half of 1962, probably will be 
held to modest proportions. 


Conclusions. Thus, the outlook 
appears as follows: 


@ Increased defense spending will ac- 
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celerate the business recovery. 


@ At the end of the year, Gross Na- 
tional Product will be at a much 
higher level than expected earlier in 
the year. 


@ As government spending will con- 
tinue in a strong, persistent upswing, 
the advance in business activity pro- 
mises to be more buoyant than in the 
recoveries of the srecent past. ° 


@ Inflationary dangers are increasing. 


®@ But inflation will have to be kept in 
check to protect the integrity of the 
dollar and prevent a dollar crisis. 


@ Money rates will increase slowly 
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during the remainder of 1961 and 
somewhat faster in the first half of 
1962. 


@ No credit stringency, as in some re- 
cent past periods, is to be expected. 


@ The government may eventually be 
forced, distasteful though it may be 
to present policy makers, to rely not 
only on monetary measures but also 
on fiscal discipline and direct meas- 
ures to prevent inflation. 


@ Inflation must be prevented—the 
country’s international position is 
such that there is no choice in this 
respect. 
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PORTFOLIO MANAGEMENT 
In a Changed Market 


In this study of the many factors that have a bearing on money market 
conditions, the author cites considerable evidence supporting his view that 
the 21 consecutive months of ease thus far maintained by our monetary 
authorities will continue for a further indefinite period. He urges, however, 
that portfolio managers act only on information, rather than hunches, pre- 
dictions, and opinions. 


F IT WERE NECESSARY to describe 
the current Government bond 
market in a single phrase, I think 

I would say we are having low prices 
in a period of easy money. As is always 
the case there are reasons why this 
unusual set of conditions prevails and 
I shall attempt in this article to bring 
some of the more important factors 
into proper focus. 


The position of the market today in 
relation to past peaks and valleys is 
set forth in the following tabulation. 
A careful study of these figures may 
serve to alter some preconceived ideas 
as to the vulnerability of bond prices. 


Today’s Market 


Sometimes it does one a great deal 
of good to dig out the facts rather than 
rely on memory as to what has taken 
place over the past year or so. For 
anyone to conclude that the market 
is high or low requires first the estab- 
lishment of a yardstick because every- 
thing is relative. If one elects to use 
the highs recorded during the 1958 
period of monetary ease, then present 
levels are definitely low. If, however, 
one elects to use the lows recorded in 


Low High 


1958 

2%'s 6/15/62-59 
4's 5/15/63 

2's 8/15/63 

3’s 2/15/64 

4%'s 5/15/64 
4¥e's 5/15/65 
2's 6/15/67-62 
24's 6/15/69-64 
4's 10/1/69 

2's 9/15/72-67 


By HARRY W. LUSSEY 


the hard-money period of 1959, then 
current prices might well be termed 
high. One thing, however, is estab- 
lished—the peak to date in the current 
period of monetary ease did not occur 
in 1960, as so many report to be the 
case, but in May 1961. 

The all-important question is 
whether the 1958 highs were over- 
inflated or the 1959 lows over-de- 
pressed as a result of conditions exist- 
ing at those times. In 1958 there was 
an undue amount of speculation in 
long-term Government bonds and this 
probably spilled over into the bank 
investment area. In 1959 the fantastic 
strain placed on the money market by 
the $13 billion deficit and the decision 
to use monetary controls exclusively 
combined to bring about one of the 
most demoralized Government bond 
markets of recent times. Thus, one 
must adjust for these extremes before 
reaching any conclusions. 


It would seem, for example, that 
reasonable low levels might be closer 
to those established in 1957 than 
those reached in 1959. Conversion of 
dollar prices to yield bases will pro- 
vide a somewhat more accurate idea, 


High 
1960 
99.16 
102.10 
98.28 
99.27 | 
104.20 
105.0 
95.24 
91.24 
103.6 
89.28 


High 
5/15/61 
99.18 
102.2 
99.6 
100.0 
104.28 
105.10 
95.16 
92.18 
103.8 
89.26 


Today 
9/8/61 
99.18 
101.5 
98.17 
98.86 
102.22 
102.22 
92.16 
90.0 
100.24 
87.0 


Vice President, Wm. E. Pollock & Co., New York City 


but dollar prices illustrate the general 
idea. Summing up, the price level of 
the market seems a little too low to 
justify shortening as a precautionary 
move, and since we are still in a period 
of monetary ease, this is no time to 
lengthen for capital gain purposes. 


No Shift from Monetary Ease 


We first noted a move by the Fed 
which could be interpreted as a shift 
toward monetary ease in December 
1959 (memo dated 12/4/59) although 
it is generally reported that the change 
did not take place until February 
1960. We refer to the announcement 
in December 1959 to the effect that 
reserve requirements would be ad- 
justed ‘‘as a means of providing for 
the seasonal demands created by the 
Christmas holidays.” Any change in 
reserve requirements is invariably of 
a permanent rather than temporary 
nature. Hence it was concluded the 
decision must have reflected a decision 
on the part of the Federal Reserve 
Board to shift to easy money within a 
very short period of time. We accord- 
ingly consider December 1959 as the 
turning point from ‘tight and hard’ 
money toward easy money. We have 
thus been in a period of easy money, 
as measured by the actions of the 
monetary authorities, for twenty-one 
months. Since December 1959, there 
has not been a single move by the Fed 
which anyone could interpret as indi- 
cating a shift away from easy money. 
Why, therefore, have we had such} 
bearish sentiment dominating the} 
market? 

Most portfolio managers will find in 
their files letters from those whose 
views they sought back in 1958 which 
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embodied the thinking that the high 
price level of the market in April and 
May 1958 provided an excellent op- 
portunity to take profits on inter- 
mediate and longer term issues. So 
far, so good, but in all too many in- 
stances it was suggested that an ex- 
tension of maturity would set up an 
opportunity “‘to take further profits 
in another six months.’ Another 
popular suggestion was to ‘write up’ 
to the market rather than replace 
issues such as the 214’s ’68-63 because 
this could be done at a “‘minimum of 
cost’’—some were doing it for as little 
as 5c per $1,000. bond. It was a grand 
opportunity to save a few cents and 
set up some very nice tax losses! 


Human nature is such that those 
who stubbed their toes in the spring 
of 1958 have had that experience be- 
fore them constantly ever since. They 
have made up their minds that they 
would never repeat that costly mis- 
take during any subsequent period of 
easy money. This, more than anything 
else, has been responsible for the fact 
that prices on Governments, and 
other securities too, have failed to 
record price advances such as one 
might expect in relation to the extent 
of ease created by the monetary auth- 
orities. It is the old, old story of over- 
correcting after having made a mis- 
take and this can, at times, lead to 
another equally costly error. 


Many writers, services, etc., have 
been trying frantically to call the 
exact turning point in the market. 
They have seized upon the flimsiest 
indication that the Fed might be 
moderating its easy money policy, or 
that business might be showing some 
real major improvement, to urge a 
shortening down of maturity to take 
advantage of much higher rates in the 
near future. We repeat, the Fed has 
yet to make its first move away from a 
policy of ease. A dangerous situation 
can develop when a high percentage of 
too many bank portfolios has been 
converted into very short terms in 
anticipation of much higher rates and 
lower prices. 


Danger in Lengthening 

Unless the anticipated drop in prices 
does take place fairly soon, there can 
develop a wide-scale lengthening out 
process in order to keep earnings at the 
necessary level. This has happened 
several times in the past and could 
happen again. If it does, we will find 
banks abandoning an excessively short 
position for an equally over-balanced 





long-term position, and the end result 
will be a frozen long-term position 
during the next period of high rates. 
This does not mean that portfolio 
managers should not have taken their 
mure important bond profits last year, 
if 1960 was a profit year, or during the 


market bulges to date this year if 196] ! 


was to be a profit year. The taking of 
major bond profits in a strong market 
is a must in the majority of cases. But 
it is in the selection of replacements 
that the more serious errors are made, 
and this is due to the fact that too 
little thought is given to that phase 
of the program. Too many bankers 
are sold, or sell themselves, on a simple 
program without giving the slightest 
thought to what will happen if the 
drop in prices does not take place on 
schedule. Too many forecasts, too 
many portfolio revisions and the earn- 
ing power of too many banks hinge 
on a gamble that such and such a 
thing is going to happen, barring un- 
foreseen developments. 

The house of earning power is some- 
thing which should not and cannot be 
built upon the shaky foundation of 
someone’s crystal ball gazing. Recom- 
mendations on portfolio revisions 
should be weighed carefully on the 
basis of the experience of the person 
making the suggestions and the extent 


to which facts rather than hunches are 


involved. 


No Repetition of 1959 

A very popular approach to the 
portfolio problem for the past year has 
been based on the premise that the 


Government is going to spend more § 


and more “to get the economy go- 
ing,’ which means a new round of in- 
flation, with the Fed tightening up 
on the money market. This is what 
happened in 1959 and bond prices 
dropped sharply, so it naturally fol- 


lows that it must happen again, 


Q.E.D. The trouble with this widely 
accepted line of reasoning is that it 
seems on the face of it to make sense. 


It is true that in 1959 there was a 
huge amount of Government spend- 
ing. Actually, we had the largest peace 
time deficit in the history of the coun- 
try—about $13 billion. The Fed was 


also deeply concerned in 1959 aboutf 
the inflationary trend that was obf 


vious to everyone. It accordingly took 


drastic measures to cool off the spreef 


by tightening the credit base thereby 


bringing about the highest level of 


interest rates we have experienced inf 
many, many years. 
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In the same year the papers were 
filled with the stargazing of econom- 
ists who were reeling off some very 
impressive figures about ‘“‘the explo- 
sive demands of the Sixties” and cor- 
porations were busy building plants 
that would enable them to get their 
share of the business and the resulting 
profits. We don’t hear too much from 
these fellows today, but the plants 
have been built and are waiting for the 
rush. This overenthusiastic approach 
also had a lot to do with the building 
of homes in numbers far in excess of 
any current or nearby demand. 


Control of money rates of course 
depends to a considerable extent upon 
the attitude which the Federal Reserve 
Board takes toward the economy. If 
the Fed senses an inflationary trend 
it will tend to tighten the money sup- 
ply and this leads to higher rates. On 
the other hand, if the Fed does not 
sense any inflationary trend, it will 
permit money to continue easy and 
rates low. The banking industry 
cannot influence the Fed directly, but 
enough can be written and embodied 
in speeches to render it very clear 
that the industry believes the answer 
to the problem of the day is higher 
interest rates. However, constant 
pushing for and forecasting of higher 
and higher rates, irrespective of how 
high they may be at the time, weak- 
ens the position of the industry in 
seeking higher rates when there may 
be a perfectly valid reason for such 
action. Hence it is unlikely that pres- 
sure for materially higher rates will 
continue much longer. 


No Cause for Complaint 

During the late months of 1960, we 
were busily preparing portfolio revi- 
sions for customers which were de- 
signed to capitalize profits and short- 
en down moderately while still keep- 
ing earning power at a very accept- 
able level. At that time, we had seve- 
ral letters referred to us which urged 
that profits be taken and the pro- 
ceeds placed in issues due within one 
year or so because rates were bound 
to be very much higher by late 1961 
and the longer terms could be bought 
back at substantially lower levels. It 
was frankly appalling to us that any- 
one would undertake to gamble with 
the earning power of an institution 
merely because it was his hunch that 
we were going to see a rapid about 
face in the bond market and he could 
sense possibilities of a speculative 
profit. 
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The policies we followed at that 
time are a matter of record and ap- 
peared in the October 1960 issue of 
BANKERS MONTHLY MAGAZINE. They 
were not spectacular, but they were 
sound and any banker who followed 
them has had no cause for complaint. 
He has taken important profits, has 
cut back sharply on his longer term 
more volatile holdings, yet has guar- 
anteed himself a rate of return that 
he can live with for another two to 
three years if necessary if it should 
take that long for a period of tight 
money to return. He has his profits, 
good earnings and complete flexi- 
bility. 


Writers Magnify Evidence 

In the matter of financial publica- 
tions and the articles they carry it 
must be borne in mind that most of 
these are carried in the news category 
and it is the function of the press to 
bring to their readers what other 
people are thinking. Most columns 
will reflect what the writer has been 
able to learn about the thinking of 
others on any given subject and this 
is supplemented by his own thinking 
and views. Logically if there is more 
or less unanimity of thinking on any 
given issue the column will merely 
reflect this and it will not represent 
independent thinking confirming the 
views of others. Very frequently dur- 
ing the past several months the ten- 
dency of some writers has been to 
magnify sharply any thread of evi- 
dence which would tend to support 
their conclusions while more or less 
playing down the importance of some 
actual development which might be 
at variance with their thinking. 


For example, whenever the Fed 
reported free reserves had dipped un- 
der the $500-million level for the pre- 
vious week it would automatically 
bring out a rash of comment that this 
represented a shift in policy “away 
from ease.’”’ Anyone even remotely 
connected with the money market 
should appreciate that the Fed cannot 
possibly hit its target week after 
week. In any event, free reserves con- 
tinue to roll along at the $500-million 
plus level and there has been no sign, 
as of September 8, that the easy 
money policy is undergoing any 
change. 

As another illustration, let us take 
the move by the Fed to extend its 
Open Market Committee buying 
throughout the entire spectrum of ma- 
turities. Some of our more articulate 
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Why the bearish sentiment? 


bankers and investment bankers 
rushed into print condemning the ac- 
tion as being inflationary, unsound, 
and even something which could not 
work out. It was forecast that imme- 
diately the Fed, “the only buyer,” 
stopped buying the longer term issues 
the market would collapse. Some 
urged that holders of long terms 
should take advantage of this tem- 
porary pegging to unload their posi- 
tion at “artificially high’ prices and 
place the proceeds in bills or other 
short term issues which were offering 
“unusually liberal’ yields because of 
the need to keep short term rates high 
and discourage the outflow of gold and 
short term capital. This is the old 
gamble of placing long term funds in 
short term investments which has 
burned so many in the past. 


Fed No Ordinary Buyer 


It might be a mistake in judgment 
to look upon the Fed as an ordinary 
buyer with only limited funds at its 
disposal. The Fed has some rather sub- 
stantial funds which it could continue 
to pour into the longer end of the list, 
if it should decide to do so, and, of 
even greater importance, it has other 
powers which it can use to influence 
greater demand for longer issues. So, 
we are not dealing with an ordinary 
buyer of securities. Some may not be 
giving adequate recognition to the 
fact that when the Fed does buy 
longer term issues these may be con- 
sidered as being permanently re- 
moved from the market supply until 
such time as they will have aged into 


the short term category. Furthermore, 
every bond taken out of the market 
by the Fed reduces the floating sup- 
ply, and while this means little if any- 
thing at the time of this writing, it 
could become an extremely potent 
factor if an investor demand should 
develop, and such things have been 
known to happen in the past. 


It is very probable that some of the 
longer term issues which were liqui- 
dated out of institutional portfolios 
into the Fed’s holdings really repre- 
sented the equivalent of short sales in 
that the sellers wanted to be out tem- 
porarily as protection against an an- 
ticipated price decline but expected 
to restore the position at a later date 
on a more favorable price basis. Given 
any stimulant at all, the reduced vol- 
ume of longer terms in the hands of 
institutions might very well lead toa 
supply and demand situation that 
could result in some very serious com- 
petition for the reduced supply. 


Actually there is the same danger 
today that there was back in the mid 
’40s when many investors would not 
lengthen out beyond one or two years. 
Then they got tired of starving for 
income and when some of the “ex- 
perts’” began to climb on the easy- 
money-is-here-to-stay band wagon, 
there was a rush to extend maturity 
and bid for the “‘bank’”’ 214’s on a 2% 
to 2.15% basis as a twenty-seven year 
bond for “income.” It is not likely 
that this will be repeated, but we do 
have a potentially dangerous situa- 
tion in that too many people are bear- 
ish and too many institutions have 
shortened down to an excessive degree 
in the hope that they will be able to 
enter the longer term market at give- 
away prices. 

If we should by any chance move 
another notch toward easier money or 
even if enough portfolio men become 
impatient with the length of time it j 
is taking for that promised crack in 
bond prices to take place, we could 
experience a demand for income-pro- 
ducing Governments that would make 
today’s prices look rather attractive. 
We are not forecasting this or any- 
thing else but mention it only to em- 
phasize that with a good part of the 
floating supply of 5- to 10-year issues 
removed from the market by the Fed, 
any demand might find as thin a mar- 
ket on the upside as we have experi- 
enced on the downside. The time to 
think of these and other things is be- 
fore, not after they happen. 

(Continued) 
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It is difficult to put your finger on 
it but some of the bearish writers seem 
to be toning down their views as to 
what the future holds. They may have 
become tired of playing the same tune 
for so long or perhaps they are begin- 
ning to place somewhat greater im- 
portance on the demonstrated easy 
money policy which the Fed has pur- 
sued without interruption for the past 
twenty-one months. 


There’s Still Time to Adjust 


One has to respect any individual 
who has the nerve to stick his neck out 


and forecast what the future holds for 
bond prices, interest rates in general 
or anything else for that matter. How- 
ever, you need not carry the respect 
to the point of betting the earning 
power of your institution that your 
favorite crystal ball gazer is right. 
If you have climbed aboard the high 
rate bandwagon to the point where 
your present rate of return is one 
which you would not care to live with 
for the next two or three years, you 
still have an opportunity to adjust 
your speculative position to one which 
will provide you with a reasonable 
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measure of protection against the 
trend toward higher yields and lower 
bond prices when it does come, 
This may be in 1961, 1962, or even 
1963; no one knows. 


There have been a few reports out of 
Washington which would seem to 
constitute caution signals for those 
who are gambling that bond prices are 
going to collapse within the next few 
months. First the Fed has made it 
rather clear that there has been no 
deviation from the easy money policy 
and that with a troublesome unem- 
ployment problem, a very sluggish 
housing market, none too strong com- 
modity prices, substantial excess plant 
capacity and growing foreign compe- 
tition it is unlikely that any infla- 
tionary trend will develop for some 
time. 


Since, therefore, it is the objective 
of the Administration and the mone- 
tary authorities to encourage ‘“‘eco- 
nomic expansion at a more rapid rate” 
than we have experienced in recent 
years, it may require some concrete 
evidence of an inflationary trend be- 
fore we can expect to see a shift toward 
tighter money. If reports are correct, 
some of our central bankers are of the 
opinion that bankers who anticipate 
a nearby return to very tight money 
may be due for a disappointment. 


Perhaps we should also give some- 
what greater consideration to the re- 
port of an announcement by the Ad- 
ministration that a complete overhaul 
of our foreign policy in the matter of 
trade and tariffs will be sought in 
January. This is probably one of the 
most far reaching effects of the so- 
called cold war and it looks as if we are 
beginning to face the facts of life at 
long last. There have been many com- 
plaints, particularly from South 
American countries, that they were 
more interested in trading with us 
than in having us grant them loans to 
buy our goods and services while main- 
taining high tariffs against the prod- 
ucts which they wanted to sell in the 
U. S. market. The move by England 
to enter the European Common Mar- 
ket represented a sharp break with 
tradition and it is possible that we too 
will have to go for freer trade if we are 
to avoid losing more and more of our 
former allies and friends. 


The report makes it very clear that 
this will lead to difficulties for many 
businesses in this country. While they 
will be given temporary assistance in 

(Continued on page 50) 
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BOND BULLETIN 


Governments ¢ Municipals « Corporates 


By William B. Hummer , 


Giving their best performance in months before an appreciative audience 
of dealers and investors, the nation’s bond markets during September generally 
maintained a buoyant tone. Yields stabilized, most new issues sold out soon 
after marketing and the Treasury scored a solid success in its advance refunding. 

As the curtain opened for the,fourth quarter drama, however, sustained 
bond market strength appeared most unlikely, and investors were instead looking 
ahead to a combination of developments that could force yields to materially 
higher levels. 

These were: 1) the possibility of a marked rise in bank loans before 
the end of the year and a contra-seasonal expansion in loans early next year; 2) 
the dismal Treasury deficit picture through the remainder of fiscal 1962; 3) 
the extent of debt management activities over the next six months; 4) continued 
fears in Washington and capitals throughout the world over the position of the 
dollar if sharp, recurrent balance of payments difficulties strike again. 


With the entrance of fall, the 9l-day Treasury bill rate remained at 
about 2.3 per cent, near the low range of its 16—month movement in the narrow 
2 1/4—2 1/2 per cent area. Yields on bonds due in six years or more gradually 
rose in a curve until reaching a plateau of 3.80 to 4.05 per cent. 

Since the reversal of yield trends late last spring, the increase in 

rates on short—dated paper has »seen about the same as the basis—point yield 
increase in medium and long—term government obligations. This is unusual, since 
volatile short-term rates usually move fairly sharply up or down when fundamental 
market shifts occur. 

Reasons for failure of the bill rate to show a bigger rise to date 
this year: 1) short-term rates were maintained at an artificially high level 
during the period of aggressive ease by the Federal Reserve; 2) intense demand 
for bills by banks and other investors who already have shortened maturities this 
year and wish to maintain maximum liquidity as they anticipate further advances 
in interest rates; 3) continued Federal Reserve ease through provision to banks, 
to date, with ample reserves to meet all credit needs. 


A breakthrough to higher levels over coming months by the bill rate and 
the host of other money market rates anchored to it appears inevitable. 

The Treasury's cash deficit for the current fiscal year will total about 
$8 billion, on the basis of most recent official estimates, and could easily 
approach or exceed $10 billion. This means that the seasonal cash surplus in the 
January-June period, usually of substantial proportions, will be very slight or 
even non-existent in 1962. Yet the Treasury must refinance $6 billion in tax 
anticipation issues due in March and June. 

The Treasury's cash offerings in the first half of next year may come at 
a time when private demand for funds is reaching heavy proportions. To be sure, 
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bank loans have lagged, as they often do, in the earlier stages of economic 
recovery. But all indications point to a substantial increase in credit demand 
beginning next month. 

Heightened Federal and private demand for short-term funds would place new 
pressures on the banking system, bring about reduced levels of free reserves, 
materially higher short-term rates and corresponding increases in yields of medium 
and longer-term obligations. 


Over the next six months, the Treasury faces two major refundings, and it 
may also announce another advance refunding (involving offering holders of 
certain 1962 and 1963 maturities — issues 15 eee af market conditions 
are suitable. . 

Terms of the $7 billion refunding of naturin 2 1/28 due November 15 
should be announced late this month. SW ’ there has been no decision 
as to whether this will be a cash or Hae exchi ‘New issues to be offered 
in the refunding doubtless will include @ short ity and possibly more than 
one intermediate—term obligation. In Fe asury will refund $11.1 
billion of maturing notes, of which about $6 e@ publicly held. 


A constant force pointing in tin dels . er borrowing costs is the 
continuing threat to the dollar’s internat — 3 
Fears of a renewed gold flareup a c re partly based on concern | 
that at some point interest-conscious fun m the U. S. to foreign “ 
capitals (particularly London) to earn 4 h of return. This might be 
the case now, it is reasoned, except that the ion of pound sterling is weaker 
than that of the dollar. Renewed confidence ine pound Might alter the situation. 
Moreover, the U. S. balance-of—trade pos is worsening, with imports 
rising in the wake of domestic economic recovery exports Slipping. With this . 
country’s military and aid commitments abroad ri importantly, increased pressures 
on the dollar are being watched intently. An eat to the dollar would 
undoubtedly be greeted by a much more abrupt shift central eek policy—and 
subsequently higher rates—than is. now WF aneigioned B 


After long months of decline that carried yields to the highest levels in 
well over a year, the municipal bond market finally levelled-off in September. A 
heavy calendar of new offerings received a generally fair reception. 

a Capturing the market's headlines, for the second consecutive month, was 
: another award of a $100 million California issue to the little-known State Street 

_ Securities Corp. The AA—rated Californias were quickly sold out. Many other new 
issues met equally good receptions during the month, and prices of many better-— 

_ Fated issues in the secondary market firmed a bit. 

. - However, retail demand for tax-exempts is expected to lessen with the 
‘calendar of new offerings again building ‘up. 


= A real dearth of offerings has ahaed the oven ‘market considerably 
over the past three months. As a result, the yield gap between long—term Treasurys 


and high-grade corporates, unusually wide earlier in the anak has narrowed to a 
virtual minimum of about 50 basis points. — oo 

: This, plus the fact that the new issue calenda is now ‘baliding up again, 
suggests the corporate market wil reverse direc , the final quarter and that 
‘more liberal yields may unfold as 1962 approac a Ss 
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you can employ a staff of experts to survey your 
bond portfolio . . . without adding to your payroll 


Just call upon the Continental, and let our Bond relation to your bank’s balance sheet and your par- 

Department make a survey of your portfolio. Ours ticular banking situation. We will offer helpful 

is one of the biggest bond departments in the nation. advice in setting up an investment policy, and sug- 

And one of the most experienced. gest ways of implementing this policy in light of 
Upon receipt of the necessary information, our current and expected market conditions. 

analysts will review your investment account in Phone us at STate 2-9000, Chicago. 


CONTINENTAL xinoxa. BANK 


AND TRUST COMPANY OF CHICAGO 
Member F. D. 1. C. Lock Box H, Chicago 90, Illinois 
October 15, 1961 





Common Stock Analysis 


NATIONAL CASH REGISTER 


Heavy R&D expenditures are 
beginning to pay off for NCR. 
Reported earnings for 1961 
should approach $2.70 a 
share, vs. $2.52 last year. Fu- 
ture annual earnings gains in 
the 10-15 per cent range are 
likely. 

At around 105, the stock is 
selling for 38 times reported 
earnings, a valuation that ap- 
pears reasonable in view of 
bright prospects for the com- 
pany and the industry. 


By CRAIG LEWIS 


ATIONAL CASH REGISTER CO. ap- 
N pears to be entering a period 
of significant earnings gains. 
While sales of this well established of- 
fice equipment manufacturer have 
shown consistent increases over the 
past decade, reported per share profits 
since 1956 have remained on a plateau 
at around the $2.50 level. This year 
should mark the beginning of a more 
favorable earnings pattern, and it 
seems reasonable to expect the up- 
trend to continue during the foresee- 
able future. 

The company is presently the sec- 
ond largest domestic manufacturer 
of business machines and related sup- 
plies. In 1960, sales were $457.8 mil- 
lion, up 9% from the $419.1 million 
reported in 1959. During the past ten 
years, National Cash has increased 
sales volume by 120%. As the com- 
pany crosses the threshold of the era of 
applied electronics in its industry, an 
acceleration in the annual rate of 
revenue growth may be anticipated. 


The most meaningful period to 
consider in an analysis of the com- 
pany is the five years from 1956 to 
1960. This was a time of technological 
transition for National Cash as the 
company developed a line of electronic 
data processing equipment and ap- 
plied electronic techniques to many 
existing product types. Such a pro- 
gram requires a major acceleration in 
research and development expendi- 
tures, and this investment in future 
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earning power is not immediately pro- 
ductive. 


For the Future. To illustrate the ef- 
fect of the research effort on the Na- 
tional Cash income statement in re- 
cent years, it may be noted that dur- 
ing the 1956-1960 period, R&D ex- 
pense averaged $13.4 million or 3.3% 
of sales as compared with $4.2 million 
or 1.7% of sales during the years 
1951-1955. Further, it is probable that 
in the earlier period, this expense was 
more immediately productive as it 
was more concerned with improve- 
ments to existing lines rather than 
developing a capability in a new and 
complex technology. Profit margins, 
which averaged 14.3% pre-tax during 
the 1951-1955 period were reduced 
under the pressure of R&D expense 
to an average 12.0% in the latter half 
of the decade. 

New and advanced product types 
required new production facilities, 
and capital expenditures have risen 
sharply in recent years. As a result, 
depreciation expense has climbed and 
this, while providing a strong cash 
flow, has contributed to the levelling 
of reported income and the decline in 
margins. Since 1955, depreciation 
charges have nearly doubled, rising 
from $11.1 million that year to $20.9 
million in 1960. 


New Phase. Until last year, the 
heavy investment in research and re- 
lated capital requirements had not 
generated a corresponding outflow of 
new products. Though sales had in- 
creased annually, the margin reduc- 
tions prevented a corresponding gain 
in earnings. Now, however, the 


groundwork appears to be completed, 
and new product introductions give 
promise of larger and more profitable 
markets. This is not to say that re- 
search expense will 
rather that its end result will become 
more apparent. 


Another trend which has character- 
ized National Cash in recent years is 


a gradual shift in product mix (see | 


table). Cash registers, which had 
historically been the most important 
line, have been surpassed by account- 
ing machines. The service and main- 
tenance business has shown a steady 
growth paralleling sales. Supplies, 
aided by the No-Carbon-Required 
copying paper, have taken a relatively 
larger revenue share and EDP equip- 
ment has begun to become a factor. 


NCR Lines. Accounting machines | 


have been the fastest growing segment 
of National Cash’s product line. Gen- 
eral purpose accounting and billing 
machines are used widely by banks, 
retail stores, utilities, insurance com- 
panies and others. In 1960, the com- 
pany introduced two new general pur- 
pose machines, the Class 33 con- 
ventional unit and a desk size elec- 
tronic machine called the Compv- 
Tronic. Both of these were very well 
received. 

In the bank field, the company in- 
troduced the Post-Tronic in 1957, and 
its success has been such that one- 
third of all checking accounts in the 
nation are now on Post-Tronic ma- 
chines. Management believes that 
future market penetration here will be 
at a more gradual rate, but banks now 
using Post-Tronic equipment should 


Estimated Revenue Breakdown—% of Total 


Accounting Machines. ....... 
SS re 


Service & Maintenance 
Supplies..... 


Adding. Machines... ......+.00. 
Electronic Data Processing. . 


Defense 


1960 


32.7% 
31.6 39.9 
15.2 12.6 
11.9 7.7 

3.7 


1955 


32.3% 


3.8 


100.0% 
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be good prospects for the new auto- 
mated Post-Tronic system which has 
just been introduced. This system is 
designed to be used with the National 
310 computer, manufactured for Na- 
tional Cash by Control Data Corp., 
and a check sorter-reader made by 
Pitney-Bowes. 


In the cash register field, the com- 
pany is by far the dominant factor. 
A broad line is offered with prices 
ranging from $200 to $5,000. A num- 
ber of new models have been intro- 
duced in recent years as the growth 
of self service in retailing has spread 


from the supermarket to drugstores, 
department stores and variety chains. 
Recent innovations include an auto- 
matic change dispenser and a trading 
stamp dispenser. 


As supplementary equipment, Na- 
tional Cash recently offered the Sales- 
Tronic system which records on 
punched tape all transactions entered 
on the cash register. The using store 
can then either process the tapes on 
itsown EDP equipment or take them 
to National Cash’s Data Processing 
Centers, which have been established 
in major cities. In New York, for 


Specialists in 


U. S. GOVERNMENT 


and 


FEDERAL AGENCY 


SECURITIES 


AUBREY G. LANSTON & Co. 


INCORPORATED 


20 Broad Street 
NEW YORK 5 
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231 So. LaSalle St. 
CHICAGO 4 


45 Milk Street 
BOSTON 9 





example, the NCR Center is pro. 
cessing tapes for a store chain which 
utilizes 275 Sales-Tronic devices re- 
cording millions of individual trans. 
actions each month. National Cash 
has wisely designed its registers for 
several years to utilize such peri- 
pheral equipment if and when the 
customers should decide to adopt it, 


A further advance in cash register 
data processing is imminent with the 


development of an optical reader, | 


National Cash has successfully tested 


such a device, but has not yet intro- | 


duced it commercially. The optical 
reader eliminates the need to transfer 


the register data to punched tape or | 
cards and thus speeds and simplifies | 


the processing. 


Service & Supplies. Service and 


maintenance business is a steady and | 


growing part of the company’s opera- 
tion. Revenue from this source in- 
creased 12% in 1960 and should ac- 
celerate in volume as the equipment 
becomes more complex. National Cash 
maintains service facilities in 500 cities 
and employs 5,000 technicians in this 
field. 


Another stable source of revenue for 
National Cash is the sale of supplies 
for use with its business machines. 
These consist mainly of business forms, 
magnetic cards, paper rolls and NCR 
(no carbon required) paper. The latter 
product, which utilizes a patented ink 
encapsulation process, is probably 
most familiar through its use in bank 
deposit slips. NCR paper sales were in 
excess of $15 million in 1960 and in- 
creased 17% over the 1959 level. 
Over-all sales of supplies rose 11% 
last year. 


Adding machines represent a rela- 
tively small proportion of company 
sales and, until 1960, volume had been 
static at the $12 to $13 million level 
for several years. Last year, however, 
adding machine sales rose to around 
$15 million, aided by the use of 
punched tape recorders attached to 
the machine which serves as an input 
mechanism for data processing sys- 
tems. Like its cash registers, National 
Cash’s adding machines are engineered 
to be equipped with such devices, and 
this offers a desirable feature not gen- 
erally available on standard machines. 


In considering the company’s pro- 
duct line so far, it becomes apparent 


at 


that the recent models of its account- § 


ing machines, cash registers and add- 
ing machines have been designed to 
be integrated into an over-all data 
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Sometimes even the dictionary 
can be incomplete! 


As a correspondent of Pittsburgh National Bank, you 
receive a number of very useful services and benefits 
beyond any dictionary definition. 

You enlist the services of an experienced staff, who 
serve the entire Tri-State area and know the Pitts- 
burgh area market—the eighth largest in the country. 

Your correspondent banking needs are processed 
with speed and exactitude. 

You get the help and advice of specialists on every 
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phase of bank operations, administration and service. 

And, you establish a connection with a bank hav- 
ing offices dotting the Greater Pittsburgh market. A 
bank with resources of almost a billion dollars. 
A bank that numbers many of the country’s largest 
corporations among its customers. 

If you have business to do in this area—do business 
with Pittsburgh National Bank. We look forward to 
the opportunity of serving you. 


' PITTSBURGH NATIONAL BANK 


Member Federal Deposit Insurance Corporation 
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BISHOP’S REPORTS 


BISHOP’S SERVICE, INC. 
founded 1898 


Outstanding for Special Reports 
on Corporations, Firms, and In- 
dividuals. Continuous Service to 
Banks and Their Customers for 
over 50 Years. Specialists on 

Background Investigations; 
Special Situations; Confi- 


dential Assignments. 


Special contract rates to 
banks 


76 Beaver Street, 
New York 5, N.Y. 
Digby 4-6670 
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BANK PLAQUES 
BRONZE-ALUMINUM 
by U. S. BRONZE 


Plaques and building facade lettering by United 
States Bronze are a cones symbol of your 
bank’s solidity and strength. They instill a mood 
of confidence that helps bring in new customers 
and encourages present ones to expand their 
use of bank services. 


For full details, send for free catalog today. 


UNITED STATES BRONZE Sign Co., Inc. 
Dept. BM, 101 West 3ist St., N. Y. 1, N. Y. 
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processing system when the customer 
is ready. Thus, they become the in- 
put devices. 

In the banking and retail fields 
where National Cash is particularly 
strong, the trend toward automated 
systems is facilitated and made less 
expensive by the company’s pre- 
engineered equipment. In its sales 
approach, National Cash tries to sup- 
ply the total system, and the fact that 
many customers already have easily 
adaptable NCR equipment is a potent 
sales aid when a computer purchase 
is being considered. 


Enter EDP. National Cash Register 
markets four electronic computers, the 
304, 310, 315 and the 390. The 304 
was introduced in 1958 as the com- 
pany’s first EDP system. Much of the 
electronic manufacture of this ma- 
chine was done for National Cash by 
General Electric. National Cash has 
subsequently developed its own large 
computer, the 315. Over twenty 304’s 
have been ordered, and most of these 
installations will be completed by the 
end of 1961. Deliveries of the 315 will 
not begin until 1962. 


The 310 computer is an integral 
part of National Cash’s bank auto- 
mation system which also incorporates 
the company’s Automated Post-Tronic 
machine and a Pitney-Bowes Na- 
tional check sorter. The 310 is made 
for National Cash by Control Data 
Corp., and its function in the system 
is to record on punched tape the in- 
formation from the check sorter- 
reader and then activate the Post- 
Tronic which posts the accounts. 

The 390, like the 315, was intro- 
duced in 1960 though no installations 
were made in that year. Also, like the 
315, it is entirely a National Cash 
machine. 

A desk-size computer, which sells 
for around $75,000, the 390 is ex- 
pected to achieve a major market. 
One particular advantage of the 390 
is that it can process conventional 
business documents through the use 
of magnetic ledger cards. Thus it is 
possible for the user to have “hard 
copy” records. As a complete, rela- 
tively inexpensive data processing 
system for a small company or as a 
specialized system for a specific pur- 
pose in a larger firm, the 390 could 
realize a wide market and may well 
be the most successful of the NCR 
line. 


Electronic data systems, as such, 
are still a minor part of total company 


sales, but they are by far the fastest 
growing segment. The _ established 
strength of National Cash in market- 
ing and service, together with the 
large amount of NCR peripheral 
equipment already in use, should give 
the company a strong position in the 
future sale or rental of the complex, 
high-cost EDP systems. 


In 1960, National Cash established 
Data Processing Centers in five major 
cities: New York, Chicago, Dayton, 
Los Angeles and Houston. These 
centers, equipped with 304 and 390 
computers, are set up to process data 
received from local businesses which 
do not own or rent computers. This 
service naturally boosts the sale of in- 
put devices as well as bringing in 
revenue on its own. 


Sale vs. Rental. Most computer 
business is done on a lease basis. 
National Cash charges annual rental 
equal to 25% of the cost of the ma- 
chine while depreciation is accrued 
over four years on a 40%-30%-20%- 
10% basis. Thus earnings will be 
somewhat penalized in the first two 
years of the contract. The company 
also has experienced a trend toward 
leasing rather than purchase of other 
types of equipment. Thus, in 1960, it 
invested $7 million in rental equip- 
ment. 

More machine rentals will, of course, 
keep capital requirements and de- 
preciation accruals high, but this type 
of business generates a heavy cash 
flow and adds stability to the com- 
pany’s earning power. 


Foreign business is extremely im- 
portant to National Cash Register, 
accounting for $187 million in 1960 or 
41% of total sales. Overseas volume 
increased 17% last year compared 
with a gain of 3.5% for domestic sales. 
Company products are distributed in 
120 countries, and manufacturing 
facilities are located in Brazil, Canada, 
England, Germany, Japan, Sweden 
and Switzerland. Approximately 25,- 
000 of the total 52,000 NCR employees 
work for the overseas division. 


Only those foreign earnings which 
are actually remitted are included in 
reported net income. Last year total 
foreign net was $15.9 million. Of this 
amount, $10.3 million or $1.30 per 
share was remitted and included in 
the company’s income statement. If 
all overseas income had been reported, 
consolidated earnings for 1960 would 
have been increased by $0.48 per 
share. (Continued) 
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What comes out of a pencil depends on the 
man who’s holding it. 

When it’s in the hand of the man from 
Chemical New York, it writes financial 
plans for your customers with a double 
point of view. 

It writes with a local flavor because the 
man at the thinking end has the hometown 
touch. He travels in particular regions of 
the country, and gets to know their prob- 
lems, trends and industries firsthand. 


Chemical Bank 
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His pencil writes Saaniial ihe with a doi point of view 


And it writes with the know-how and 
financial experience that can come only 
from a banker based in New York, the 
financial capital of the world. 

Why not take advantage of this unique 
combination of local knowledge and metro- 
politan experience? Call ‘‘The New York 
Banker with the hometown touch,” and 
start his pencil working for you. Chemical 
Bank New York Trust Company, New 
York 15. Member Federal Deposit Insurance Corporation 













Total banking 
and trust services 
here and abroad 


“Founded 1824 


New York ‘Trust Company 
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Ts round out 
our Services... 


. we have recently opened an 
office in the 


WYATT BUILDING 
777 14th Street, N.W. 
Washington 5, D. C. 


This new office will be under the 
management of our 
Vice President 


JOHN D. CURRIE 


Formerly Assistant Commissioner 
for Financing, 
Public Housing Administration 


From this new location we will 
be able to offer specialized fi- 
nancial service to governmental 
entities seeking assistance from 
Federal agencies in addition to 
our regular public financing 
consulting services. 


WAINWRIGHT & RAMSEY INC. 


Consultants on Municipal Finance 
NEW YORK 5 
MIAMI 32, FLA. WASHINGTON 5, D. C’ 


FOR OVER 60 YEARS 
A PROVEN METHOD TO EN- 
COURAGE SAVINGS . . . USED 
BY LEADING BANKS AROUND 
THE WORLD 





Here's a low cost, efficient way to 
secure and hold savings business . . 
and an easy way to make con- 


tact with the home. Fine quality 
home safes are a time-tested, dig- 
nified, method of attracting new 
savers. 


In nickle plated brass, or assorted 
color plastic. 

Write for particulars. Request our 
prices for your next order. 


SINCE 1900 AUTOMATIC RECORD- 
ING SAFE CO., has made the 
highest quality home saving banks. 
Originators of the famous Record- 
ing Compartment Banks. 


THE AUTOMATIC RECORDING SAFE CO. 
1831 Old Bayshore Highway, 
Burlingame, Calif. 
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ed foreign earnings. 


Financial Position. National Cash 
improved its working capital position 
during 1960 by the sale of $40 million 
of debentures. While this issue in ef- 
fect doubled the long-term debt out- 
standing, the capital structure remains 
strong with equity representing 69% 
of book capitalization. Current assets 
at year end were $208 million and 
current liabilities $82 million, giving 
a net working capital of $126 million 
and a current ratio of 2.5 to 1. 


There are presently 7,956,515 shares 
of common stock outstanding. The 
annual common dividend rate is $1.20. 


Capital expenditures in 1960 were 
$35 million, of which $20 milion went 
for new or improved facilities. This 
year the outlay will probably again 
exceed $30 million, but the emphasis 
will be on rental equipment rather 
than plant. 

Capital spending will continue high 
as data processing machine volume 
grows. Internal cash generation should 
approximately equal expenditures this 
year, and no new financing appears 
imminent. If equipment rentals grow 
at the rate expected, however, it seems 
probable that the company may re- 
quire some additional capital in 1962 
or 1963. 


Investment Conclusion. There are 
three primary qualifications for suc- 
cess in the field of electronic data pro- 
cessing: strong finances, a well estab- 


NatiOnAL CASH REGISTER. co. 
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STATEMENT MARKET 
VALUE VALUE 
$Mill 2 $Mill PF 
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PER SHARE DATA 


Net ; 
Cons. Rpetd.(1) Div. Price Range 
$3.00. $2.52 $1.20(2) 71-50 
2.77 2.40 1.14 76-52 
‘2.24 2.09 1.14 82-48 © 
3.05 245: 1,14 68-44 
2.89 2.49 1.04 56-32 
2.50 2.1.3... 1.0012) 43-30 
1.87 1.76 0.90 31-17 
0.85 18-14 


1.81 1.55 


lished sales and service organization, 
and the technological capability to 
develop good machines. National Cash 
Register possesses all of these to- 
gether with the added advantage of 
having a great deal of equipment now 
in service with customers which can 
be adapted to form part of a data 
processing system. The company’s 
traditional strength in the bank and 
retail office equipment market should 
permit it to participate fully in the 
automation of these industries. 

Research expenses and capital out- 
lays have been necessarily heavy as 
the company strove to develop a 
position in electronic office equipment, 
and good sales gains in recent years 
have been somewhat obscured by a 
static profit trend. Expenditures will 
continue to be at high levels, but the 
new products are now moving out to 
customers and some widening of pro- 
fit margins is indicated. 

For this year, National Cash Regis- 
ter management is aiming at a sales 
volume of $500 million, a 10% in- 
crease over 1960. For the six months 
ended June 30, sales were up 15% 
over last year and per share earnings 
were reported at $1.02, against $0.95. 
Demand has been good for the com- 
pany’s traditional products, and the 
new electronic lines have been very 
well received. New orders in the U. S. 
and Canada increased .19% over the 

(Continued on page 56) 
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welcome to the nation’s bankers and our other friends on the 
oceasion of the American Bankers’ Association convention in 
San Francisco. 


THE BANK OF CALIFORNIA 


NATIONAL ASSOCIATION 


Only bank with direct offices in all three west coast states 


HEAD OFFICE: 400 CALIFORNIA STREET +» SAN FRANCISCO 
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pk This unique distinction dates from March 11, 1876, eR 
4 when the San Francisco Clearing House was organized and the 3 
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<2 position in the financial community. 2 
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By SAM M. FLEMING 


President, Third National Bank in Nashville 





ETHICS IN BANKING 


Sensible self-imposed restrictions and strict compliance with a code of 
ethical behavior, rather than the imposition of more laws, is all that is 
needed to lend ample protection against potential conflict-of-interest and 
self-dealing situations in the nation’s banks. Compliance with such a code 


also presupposes the maintenance of a competent staff and provision for 
able management succession. 


Mr. Fleming appeared last month, in behalf of the American Bankers Asso- 
ciation of which he was then vice president, before the 37th national convention 
of NABAC, The Association for Bank Audit, Control and Operations.. He 
expressed in his opening remarks the surmise that because of the association’s 
selection of the subject of the address, ‘‘some of the most difficult situations 
with which you have to deal involve ethics, rather than banking or regulation by 


law.”’ 


EBSTER defines “‘ethical’’ as 
having to do with the stand- 
ards of right and wrong, and 

“ethics” as being that part of science 
and philosophy dealing with moral 
conduct, duty and judgment. Today, 
when we read so much of juvenile de- 
linquency, the irregular behaviour of 
some public officials, and the un- 
ethical practices of some people in the 
business world, we wonder what is 
happening to our sense of values. 


Perhaps it is the natural result of 
an opulent society, carrying with it 
too much ease and comfort. Perhaps 
in our concentration on material gain 
we have neglected spiritual growth 
and the development of character. 
But whatever may be the reasons, if 
we are to survive in our grim struggle 
with international communism, we 
must demonstrate that we have the 
moral fibre to achieve the goals of our 
humanitarian way of life. 

Ethics, it seems to me, has to do 
with human conduct involving the 
dictates of conscience which in turn 
leads to law. When what is right and 
decent in a given situation becomes 
sufficiently recognized to become the 
established order, the principle is 
formalized into law. Then nonconfor- 
mists and those whose consciences 
are not sufficiently scrupulous can be 
forced to comply with right conduct 
and fair dealing, either by the threat 
of punishment or by the nullification 
of transactions which are unlawful. 


Moral Judgments Differ 
All people do not have the same feel- 
ing about what is right and wrong. 


40 


The remainder of the address follows. 


Environment and education often 
shape one’s moral judgments. Anyone 
who has purchased jewelry in the 
street bazaars of the Far East can 
readily understand that the standards 
of probity there vary considerably 
from business ethics on Main Street 
not 100 per cent, of course, for sales 
trickery by no means is unknown in 
America. 


Yet through the ages, men of decent 
instincts have governed their rela- 
tions with other men by a code be- 
yond that of merely serving their own 
interests. As particular occupations 
have become more and more special- 
ized, principles of respectable, or re- 





SAM M. FLEMING 
A bank must act like a bank. 


spect-compelling, conduct have _ be- 
come organized into recognizable ethi- 
cal standards. 


Some 2,400 years ago the Greeks 
developed a culture and a philosophy 
of life that has survived the ages, 
mainly because of the enduring qual- 
ity of its ethical codes. 

One of the most noble of these codes, 
formulated by Hippocrates, known as 
the father of medicine, has come down 
to this day in the Hippocratic oath, 
solemnly subscribed to by most 
doctors upon entering the practice of 
their profession. It is at once their in- 
spiration and their stern preceptor. 
We quote a single paragraph of this 
sublime system of principles, not only 
for its beautiful language but because 
it can be applied directly to our pro- 
fession and its obligations—and here 
I refer to banking as a profession be- 
cause the formulation of a code of 
ethics is one of the first evidences of 
the emergence of a profession: 


Whatsoever house I enter, there 
will I go for the benefit of the sick, 
refraining from all wrongdoing and 
corruption. Whatsoever things I see 
or hear concerning the life of men, 
in my attendance on the sick or 
even apart therefrom which ought 
not to be noised abroad, I will keep 
silence thereon, counting such things 
to be as sacred secrets. 


“Counting such things as sacred 
secrets.’’ There you have the first and 
one of the most generally accepted 
ethics of the banking business—or 
profession—the inviolability of infor- 
mation which the banker acquires 
about customers in the course of his 
dealing with them. 

The size of a bank balance, the 
source of the deposits, the payees of 
the checks drawn tell much about a 
man’s business and even about his 
personal life. They leave a trail which 
is easy to read. What a man buys and 
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WINDOW ON DOWN UNDER 





From the offices of an Australian customer, Ralph Binney commands 
a sweeping view of busy Sydney harbor. Vice President Binney is here 
midway in a periodic tour of Pacific countries that will lead him as far 
south as New Zealand, as far west as Thailand, as far north as Japan. 


Mr. Binney’s trip typifies the direct contacts we maintain with our 
correspondents and customers throughout the free world. This regular 
and continuing personal calling program has developed unusually close 
and responsive relationships overseas. At the same time, our traveling 
Officers are alert to spot developments of importance to our American 
customers, as well as investigating special situations for them. 


Are you getting this sort of experienced first-person service through 
your current international banking connections? If not, a visit to our 
nearest office might prove a profitable move. Meanwhile, let us send 
you our brief informative booklet: When You Do Business Abroad. 
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what he sells tell pretty clearly the 
story of the life he is leading. This is 
privileged information for the bank 
alone. It must not be disclosed. 


This obvious ethic presents a great 
deal of difficulty for auditors and 
comptrollers and the personnel de- 
partment, for the information is in 
the records, available to the rank and 
file of the staff as well as to the of- 
ficials. All the staff, even the most in- 
cidental employee, must be trained in 
the principle of the ‘‘buttoned lip’’— 
the fact that a man’s deposits and how 


he spends his money are his own busi- 
ness and not those of neighbors, 
friends, and acquaintances. It is not 
so much against malice and ill will 
that we must guard but against the 
common, universal, human tendency 
to gossip. 
A Reputation for Fairness 

In their correspondence with each 
other, banks generally have a good 
reputation for fairness and frankness 
in giving information, and for re- 
specting the confidence of the bank 
from which information is obtained. 


Announcement of Merger 


of 


UNIVERSAL FINANCE 


CCRPORATION 


into 


STANDARD FINANCIAL 


CORPORATION 


A newly-formed subsidiary of 
STANDARD FINANCIAL CORPORATION 
under the same name 
UNIVERSAL FINANCE CORPORATION 
will continue to specialize in 
MosiLeE HOME FINANCING 


3460 Wilshire Boulevard, Los Angeles 5, Calif. 


The present Management 
will continue under the direction of 


BERNARD PIEHL, President 


STANDARD FINANCIAL 


CORPORATION 


530 Fifth Avenue, New York 36, N. Y. 


SUBSIDIARIES 


BUSINESS FACTORS CORPORATION ¢ FORTUNE FACTORS, INC. 


New York, N. Y. 


New York, N. Y. 


FACTORS Sar OF AMERICA ¢ TEXAS FACTORS, INC. 


hiladelphia, Penna. 


Dallas, Texas 


SFC ACCEPTANCE CORPORATION 
New York, N. Y. 


UNIVERSAL FINANCE CORPORATION 
Los Angeles, Calif. 


SFC FINANCIAL CORPORATION 
STANDARD FACTORS CORPORATION 
Los Angeles, Calif. 
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There are ethical obligations both 
ways. With respect to inquiries from 
other sources, all of the circumstances 
must be carefully weighed, bearing in 
mind that evasion or a refusal to re- 
spond may be as injurious as a nega- 
tive report. 


The situations to which I have just 
referred are not particularly difficult. 
An honorable man should be able to 
deal with them objectively. We must 
now consider a much more difficult 
and potentially dangerous series of 
choices which come under the general 
heading of conflict of interest. 


A commercial banker has the job 
of gathering the liquid resources of 
the community and using them in be- 
half of the community’s economic 
development. His job is to make loans 
and to get the money back, to clear 
the checks of the community, and to 
make a profit for the shareholders. 


But the banker is also a human 
being, with friends and relatives, with 
children to raise, and with his own 
personal problem of making a living 
and providing for his old age. His 
human relationships are real and 
binding. 

What does he do when his brother 
is in business and owes the bank 
money which he cannot pay? Shall he 
force liquidation or reorganization as 
he would with anyone else, or shall he 
give him another chance by extending 
the maturity or advancing more 
money? 

Under the terms I have given, the 
answer is clear. He must do the same 
with his brother as he would with any 
other customer. 


But suppose the banker has sup- 
plied part of the capital for the busi- 
ness and a loss will wipe out or ser- 
iously impair his personal holdings? 
Here you have a situation that has 
occurred at times in the past and 
which has established the principle 
that a banker should not have a 
financial stake in a business to which 
he lends money. 


Years ago, James P. Warburg, in 
discussing the possibilities and limi- 
tations of a career in banking, sug- 
gested that before accepting an execu- 
tive position in a bank, a person of 
means should turn over his personal 
fortune to a trusted friend or trust 
institution for handling, so that he 
could make his banking decisions with- 
out even knowing how they might 
affect his personal fortune. President 

(Continued on page 46) 
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There’s a new name 
in banking 


MANUFACTURERS HANOVER 
TRUST COMPANY 


Manufacturers Trust Company and The Hanover Bank have merged. 


The people, experience and resources of both have been brought together 


into New York’s newest bank— Manufacturers Hanover Trust Company. 


Stronger and better balanced than either predecessor, 
Manufacturers Hanover Trust — the nation’s fourth largest bank — 
offers greatly expanded services to its more than 3,700 
correspondent banks across the country. 


NM He Alec — 0a 
R. E. McNeill, Jr. | * Gabriel Hauge J Charles J. Stewart 
VICE CHAIR! 


PRESIDENT MAN OF THE BOARD CHAIRMAN OF THE BOARD 


Horace C. Flanigan 
CHAIRMAN, EXECUTIVE COMMITTEE CHAIRMAN, FINANCE COMMITTEE 


Downtown Headquarters: 44 Wall Street, New York 15, N. Y. 


Uptown Headquarters: 350 Park Avenue, New York 22, N. Y. 


133 Banking Offices in Greater New York 


Member Federal Deposit Insurance Corporation 
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series of 
Electronic 
PTE KO ReS STI OmS SI Co ET 
with every intention 
of making you dissatisfied 
with the system 
you now have 


They are powerful, high-speed electronic computer systems in the 
low price range. 

They are more automatic systems and completely balanced for 
maximum speed and efficiency. When matched job for job against 
other systems in their field, these new Burroughs B 200’s produce 
a significant increase in productivity. 

You no longer have to cope with complicated and costly program- 
ming. Present programming time and expense are reduced to a 
minimum through a powerful new library of service routines and a 
high-speed assembler. 

And, with these highly flexible Burroughs systems, you can use the 
same media as you’re now using—whether it’s punched cards, 
magnetic tape or Magnetic Ink Character Recognition. 

On the opposite page are pictured four typical B 200 systems 
one of which is sure to satisfy your needs for faster, more efficient 
automatic data processing and for the management data that will 
help you operate your business more profitably. 


For full information call our local office or write Burroughs 
Corporation, Detroit 32, Michigan. eer amie" 


Burroughs 
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: PUNCHED CARD 
ELECTRONIC COMPUTER SYSTEM 


B 260 combines collation, 
computation, summarization and 
hard-copy preparation all in one run. 
Highly automatic operation and 
scheduling. Completely buffered for maximum 

throughput. 


PUNCHED CARD/MAGNETIC TAPE 
ELECTRONIC COMPUTER SYSTEM 


B 280 provides maximum 
flexibility in on-line and off-line 
equipment utilization. Functions independently 
rcan operate as a satellite to large-scale computers. 
Provides complete character sets for Algol 


‘and Cobol. Performs card-to-tape, tape-to-tape, 
¢ -to-printer, tape-to-printer and card-to-card 
operations at rated speeds of 
input/output devices. 


PUNCHED CARD/MAGNETIC TAPE 
ELECTRONIC COMPUTER SYSTEM 
with Magnetic Ink Character Recognition 


B 270 general purpose system 

for the full range of financial 
applications. Provides highest speed and 
lowest cost of MICR processing. Offers 
figurations especially designed for maximum 
savings in proof and transit operations. 

Also can operate as a satellite to 
large-scale computers. 


PUNCHED CARD AND LEDGER RECORD 
ELECTRONIC COMPUTER SYSTEM 
with Magnetic Ink Character Recognition 


B 250 is unique in handling financial 
- . and commercial applications where unit 
| ledger records are desired. Processes directly 
F from input item to output ledger. Offers the 
advantages of line printer, ledger processor, 
tape lister, MICR sorter/reader and 
card punching and reading. 
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Eisenhower actually took such a step 
when he became President of the 
United States. 


A Danger in Rigidity 


This is a counsel of perfection and 
the ideal objective, but not always 
practical when we consider the re- 
quirements of the real world in which 
we live. Banking would lose some of its 
strongest men, just as the govern- 
ment has so often done, if too rigid 
requirements are placed on those who 
follow banking as a profession. By and 
large, the men running the commercial 
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PRIMARY MARKETS FOR 
INSTITUTIONAL INVESTORS 


U. S. Governments 
Federal Agency Issues 
Municipals 

Public Utilities 
Industrials 

Railroads 

Equipment Trusts 
Bankers Acceptances 
Finance Paper 


Canadian Issues 


Preferred Stocks 


SALOMON 
BROTHERS 
&HUTZLER 


DALLAS 


banks of our country would under no 
circumstances take advantage of their 
position to further the personal in- 
terests of their own friends or rela- 
tives. 

But there have and could again 
develop situations like that of the 
Iowa bank where a trusted woman 
used depositors’ funds to support an 
insolvent concern in which she had a 
personal interest. Such conduct ob- 
viously is in violation of bank law, but 
there are many situations of limited 
or potential conflict of interest which 
are not and should not be covered by 


SIXTY WALL STREET 
NEW YORK 5 N. Y. 


HAnover 2-8700 
Members New York Stock Exchange 


CLEVELAND CHICAGO 


PALM BEACH 





law. These must be handled by bank- 
ers themselves and covered by bank- 
ing’s own code of ethics. 


For instance, in a small town the 
head of the leading industry which 
is the principal source of employment 
for the area might also be head of the 
local bank. It would be rather ridicu- 
lous to say that the company could 
not do business with the bank because 
of conflict of interest, for then the 
bank would lose a valuable customer 
and also might lose the talents and in- 
fluence of the town’s leading citizen. 
Such potential conflict of interest can 
be removed by setting up a committee 
from the board of directors to handle 
all loan requests or, even better, to 
require that any loans which might be 
made to the company be participated 
in by a city bank correspondent. This, 
in effect, would place upon the city 
bank the responsibility of passing on 
the validity of the loan request. 


In a city bank, it is not difficult to 
set up rules and standards to cover 
possible conflict of interest cases. In 
fact, such has been the practice for 
many years; and it is customary that 
the loan officer, or senior official who 
might have the conflict of interest, 
separate himself, the same as a judge 
would do, from any situation where 
he has a direct or indirect interest. 
Sensible self-imposed restrictions and 
strict compliance with a code of 
ethical behavior, rather than the im- 
position of more laws, is all that is 
needed to lend ample protection 
against potential conflict of interest 
situations. Actually, these are few and 
far between in commercial banking 
today. 


Pitfalls in Self-Dealing 


There are other temptations which 
from time to time raise their ugly 
heads. There is, for example, the in- 
experienced individual who comes to 
the bank for advice on the sale of 
property. He may have no idea of the 
real value, or perhaps grossly under- 
rates the value of his house or a farm. 
The great inflation of the past twenty 
years has left many people with no 
real notion of the dollar value of their 
holdings. 

Should a banker take advantage of 
such situations, it brings the entire 
banking business into disrepute. It is 
worse than unethical. It is betrayal. 
It is dishonest. Thankfully, it has 
happened only very rarely. 

At this point, we can discern a 

(Continued on page 56) 
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| Securities Markets 

to suit every need 

of Institutional © 
Investors 


Securities of the United States ° ‘ } he 
Government and its Agencies : 

State, Municipal, Revenue and Housing ; B O S , I ‘ O N 
Securities 7 

Bonds, Preferred and Common Stocks CORPORAT ION 


of Industrial, Public Utility and 
Railroad Corporations 
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Casualty, Fire and Life Insurance ° Boston PITTSBURGH CHICAGO PHILADELPHIA 


Bank Stocks 
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Canadian Securities 
Investment Securities 


External Dollar Securities 


October 15, 1961 * 





CURRENT COMMENT 


Favorable Factors 


M.A. Schapiro & Co., Inc., in its 
Bank Stock Quarterly: 


ESPITE the generally lower 
net operating earnings in- 
dicated for the current cal- 

endar year, compared with 1960, 
bank shares have continued in 
demand and market quotations 
during the past quarter moved 
sharply higher. In part the market 
is responding to the favorable 
environment that is developing 
for bank earnings: 

@ Total loans and _ investments, 
already at record high levels, 
have been climbing under the 
impact of the Federal Reserve’s 
easy money policy. No change in 
this policy is apparent yet, and 
the favorable trend in these earn- 
ing assets is expected to continue. 
@ Interest rates have remained 
stable for some time and show 
indications of edging upward as 
the year-end approaches. 

@ Banks are not under pressure 
to liquidate securities at losses in 
order to raise cash to meet loan 
demand as they have been in the 
past when money was tight. 


Savings & Mortgages 


Ben H. Wooten, chairman of First 
National Bank in Dallas, before the 
sixth Regional Mortgage Workshop 
of The American Bankers Asso- 
ciation: 

E ALL ADMIT the tremendous 
importance of savings and 
time deposits to commer- 

cial banks, and yet we must 
recognize that profits are essen- 
tial from the activities of the 
time deposit department as well 
as any other department and 
that we cannot have profits from 
a savings department unless we 
invest savings in substantial in- 
terest-bearing assets. The good 
home mortgage in my opinion is 
the most attractive investment 
that can be placed in the savings 
department. ...I am _ inclined 
to believe that due to the lack of 
proper investment policies we 
sometimes shy away from the 
building of large savings depart- 
ments. 


Pickup Predicted 


John J. Balles, vice president and 
economist of Mellon National Bank 
& Trust Co., to a meeting of cor- 
respondent bankers: 


N TERMS of business loans at 
larger banks, no marked re- 
sponse to business recovery 

has yet been observed, principally 
because of the record volume of 
corporate financing in the spring, 
which enabled many firms to 
fund their debt at relatively fav- 
orable rates of interest. As busi- 
ness recovery progresses, particu- 
larly under the stimulus of rising 
capital expenditures and mount- 
ing inventories, a gradual pickup 
in demand for business loans 
seems most likely to occur and 
may already be underway. In 
addition, the stage has been set 
for a revival of consumer borrow- 
ing, following the recent net liqui- 
dation of consumer credit. 


Stock Yields vs. Bond Yields 


The Cleveland Trust Co., in its 
monthly Business Bulletin: 


HE AVERAGE YIELD on common 
stocks has declined in 1961, 
and recently reached its low- 

est point for this century. Bond 
yields moved down during the 
early part of 1961 but have ad- 
vanced in recent months. A com- 
parison of common stock yields 
with those on high-grade corpo- 
rate bonds ... shows that 1) 
the average return on stocks has 
now been below that of bonds for 
35 months, the longest in 50 
years; and 2) in relation to bond 
yields, the return on common 
stocks is the lowest in 50 years. 


Good Questions 
Roger M. Blough, chairman of U.S. 
Steel Corp., in response to a letter 
from President Kennedy regarding 
steel prices: 

S FOR the admittedly hazardous 
task which your economic ad- 
visers have undertaken in 

forecasting steel industry profits at 
varying rates of operation, let me 
respectfully underline the word 
hazardous. Moreover it might rea- 
sonably appear to some—as, frank- 


ly, it does to me—that they seem 
to be assuming the role of informal 
price-setters for steel—psychologi- 
cal or otherwise. But if for steel, 
what then for automobiles, or 
rubber . . or a thousand other 
products? Do we thus head into 
unworkable, stifling peace-time 
control of prices? Do we do this 
when the causes of inflation—in a 
highly competitive economy with 
ample industrial capacity such as 
ours—are clearly associated with 
the fiscal, monetary, labor and 
other policies of government? 


For the Record 


The Federal Reserve Bank of Chi- 
cago, in its monthly review, Business 
Conditions: 


[ stock purchases by pension 
funds raise the possibility that 
trustees could influence the 
management of the firms which 
these shares represent. It is con- 
ceivable also that corporate officers 
could use pension plan reserves to 
gain control of other firms . . . or 
that unions could use the stock 
holdings of union-controlled pen- 
sion funds to influence manage- 
ment. There is little evidence that 
any of these possibilities are becom- 
ing serious problems. Bank trustees, 
which administer a large proportion 
of private pension fund reserves, 
have sought diversification in 
“quality” stocks rather than con- 
trol. 


Vulnerable Deposits 


The Chase Manhattan Bank, in its 
publication, Business in Brief: 

HE IMPROVEMENTS in (bank) 
liquidity over the past year 
have been made _ possible 

largely by a record $10.5 billion 
increase in savings and time de- 
posits. Experience shows that cer- 
tain deposits of this sort are vulner- 
able to withdrawal as_ business 
activity expands and competitive 
interest rates rise. This is particu- 
larly true so long as commercial 
banks are prohibited by regulation 
from paying more than 3 per cent 
for these funds. The implication is 
that banks cannot safely count on 
this uptrend continuing in the 
months ahead. 
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How digging for business brought 
this banker a new account 


One of our correspondents in a mid- 
western city heard an interesting report 
—mining properties located nearby were 
being considered for development. 

The bank asked us to investigate. 
The report was true, and we immedi- 
ately contacted the mining company. 
We told them of our correspondent’s 
interest in doing business with them, 
and arranged a personal introduction 
between the bank’s officers and the 
executives of the mining company. 

Result: the mining company opened 
an account with our correspondent 


The 


NORTHERN 


50 South La Salle Street 
lllinois 
Fl 6-5500 * Member F.D.I.C. 


Chicago 9O, 
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bank, and an important new relation- 
ship was established. “‘Digging for busi- 
ness’”’ to help correspondent banks is 
one of our most important services. 

As a correspondent of the Northern 
Trust, you too can count upon this 
ready cooperation. It’s an important 
“plus” that goes along with our full 
range of banking, credit, bond, trust, 
and operating services. May we be of 
help to you? If you are not already 
acquainted with us,call N. Hall 
Layman, Vice President, or one of his 
associates in the Banking Department. 


RUST 
at 


BAN 





PORTFOLIO MANAGEMENT 

(Continued from page 26) 
maintaining profitable operations in 
the face of competition with foreign 
imports they will have to work out 
lower production costs within a few 
years or go under. This may be tough 
but it must come about eventually 
and it will do more to eliminate the 
inflation problem than anything else. 
It is difficult to associate such a major 
change in our trade and foreign rela- 
tions with a hard money policy—it is 
far more likely that during the period 
of transition there will be a need for 
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relatively easy money to combat the 
deflationary effect of reducing and 
gradually doing away with most of our 
trade barriers and protective tariffs. 


Monetary Controls Not Enough 


The imposition of some form of con- 
trols other than monetary will do 
more to bring reasonable stability to 
the bond market than anything else. 
The peculiar idea that monetary con- 
trols alone could effectively curb an 
inflationary economy or bolster a sag- 
ging economy will go into the discard 
and the only mourners will be those 
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in the lending business who wanted the 
highest rates for the shortest term 
and highest grade loans and invest- 
ments it was possible to obtain. It is 
beginning to look as if “business as 
usual’”’ must go. 

Starting with 1954, we have wit- 
nessed the widest swings in the short 
term rate and in the prices of all types 
of bonds that the modern bond market 
has ever experienced. This is due to 
the error inherent in a monetary- 
controls-only policy compounded by 
that growing out of the bills-only 
policy. Common sense should tell any- 
one that if you elect to control an 
excessive demand for credit merely by 
shrinking the supply and inducing 
higher rates you merely channel the 
reduced volume of available credit to 
those who are willing to pay the high- 
est rate. These are not infrequently 
those who will put the money at work 
for speculative rather than construc- 
tive purposes. 

If, however, dual controls are used 
it will serve to shrink the demand for 
credit by eliminating those who are 
less entitled to financing for either 
credit or economic reasons, and at 
the same time, shrink the available 
supply of credit. Under this setup, 
there is far less chance of the Treasury 
Bill rate swinging from 5/8% to about 
434% in the 90 day area and over 5% 
at the one year mark. Similarly we 
won’t see the price of long term 
Government 214% bonds drop from 
100.28 in 1954 to 85.10 in 1957, then 
run up to 97.8 in 1958, collapse to 
79.20 in 1959, and recover to 89.26 in 
May 1961. The danger with this style | 
of induced price booms and busts in 
the Government bond market is that 
it plays into the hands of those who 
are sophisticated enough to recognize 
the swings as being manufactured and 
capitalize upon them for profit. 


On the other hand, there are far too 
many who are just unwilling or unable 
to understand what is taking place, 
and they either get swept away with 
enthusiasm in a rising market, only to 
get locked in at peak prices, or else 
they panic when prices reach a low 
point and decide to get out of ‘“‘those 
speculative long term bonds” at or 
very close to the bottom of the mar- 
ket. It may be an unfortunate situa- 
tion but it is nevertheless a fact that 
far too many bank portfolios are 
dominated, although perhaps not 
actually managed, by men whose titles 
or stock interest in an institution en- 
ables them to force adoption of their 
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MORE GROWTH IN PUGET POWER COUNTRY 


NATION’S LARGEST TOTAL-ELECTRIC DEVELOPMENT IN PUGET’S SERVICE AREA. 
3,500 “Gold Medallion” homes will all feature electric heat, 
electric cooking and electric water heating. Puget residential 
customers own an average of 15.1 electric appliances, use 214 
times more electricity each year than the national average usage. 


NEW INDUSTRIAL PARKS ATTRACT MORE INDUSTRIES TO PUGET’S AREA. 
Above is a portion of Overlake Industrial Park, showing new 
United Control Corp. and Simpson Timber Co. facilities. Others 
include Andover Industrial Park, being developed by a subsidiary 
of Puget Power, where national firms such as General Electric 
Company and Abbott Laboratories are erecting large new plants. 


INDUSTRIAL & COMMERCIAL REVENUES ALSO RISING STEADILY 


Industrial & 
Commercial 1956 1957 1958 1959 1960 


Revenues $ 9,379,637 $10,118,176 $10,851,550 $12,167,161 $14,117,281 


Industrial and commercial revenues have increased at an average of 10.4% 
per year, and these also are now 50% greater than they were five years ago. 


RESIDENTIAL REVENUES FORM SOLID BASE FOR RISING TOTAL 


1956 1857 1958 1959 1960 
$14,201,479 $15,372,459 $16,204,731 $18,321,693 $21,068,573 


Residential 
Revenues 


Total 

Revenues $25,212,731 $26,983,317 $28,638,804 $32,385,103 $37,137,307 
Residential revenues have increased at an average of 10.3% per year, over the 
past 5 years, and these revenues now are 50% greater than they were in 1956. 
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SIXTY PERCENT OF WASHINGTON STATE’S POPULATION GROWTH FOR THE 
LAST 10 YEARS HAS TAKEN PLACE IN PUGET POWER’S SERVICE AREA. 
Nearly one million people now live in the 270 communities served. 
Use of electricity per residential customer is growing, too, and 
Puget Power stands second among all the investor-owned utilities 
in the entire nation in this vitally important growth factor. 


PUGET POWER 


PUGET SOUND POWER & LIGHT COMPANY 


Serving 830,000 people in 270 communities of Western Washington * Executive Offices: 1400 Washington Building, Seattle 1 
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views with reference to interest rates 
and portfolio management, however 
ill-informed they may be. 


Time for Extension? 


Space won’t permit discussion of 
the record of advance refunding oper- 
ations to date. Since, however, this 
type of operation is essentially an 
extension of maturity the banker must 
make his decision to accept or reject 
the offer by the Treasury Department 
on the basis of whether or not the 
level of the market is suited to that 
purpose. 

In the determination of portfolio 
management policies under existing 
conditions, it is essential first of all, 
to keep in mind that many of the 
factors which determined and shaped 
the course of the bond market during 
the 1950s are no longer in evidence. 
Developments in the cold war may 
well serve to change our whole foreign 
trade policy and this could influence 
our monetary policies as well. We 


We are intrigued by gadgets. We 
devote a lot of time and spend a 
lot of money in developing them, 
and, while they have little intrinsic 
value since they are not salable, they 
have tremendous value to us be- 
cause of their contribution to our 
specialized needs. For example, we 
hang twenty-eight hundred dollars 
worth of gadgets on a conven- 
} tional press and each is important 
| to us although perhaps not too 

appealing to other establishments. 


What gadgeteering does for us is 
that it permits us to utilize a stand- 
ard piece of equipment which, 
when loaded with our improve- 
ments, enables us to get an output 
considerably in excess of the rated 
factory capacity. This is no reflec- 
tion on equipment manufacturers 
from whom we buy because they 
have no general market for the in- 
novations that are standard with us. 


le We 


CHECK PRINTERS 


GADGETS 


have an Administration which has 
announced its position as favoring eas- 
ier money and lower interest rates. It 
has also made it clear that it will not 
stand idly by and permit labor and 
industry to combine in raising prices 
of goods, thereby creating a base for 
further inflation. 

The rules which governed the game 
during the 1952-59 period are in the 
process of being changed and it will 
be necessary for the portfolio manager 
to keep abreast of changing conditions. 
Much of what we read about money 
market conditions, etc., is still based 
upon the thinking of the ’50s and it 
will take some time before it is ap- 
preciated that finance is not a little 
world of its own but part of an econo- 
my that is undergoing some very im- 
portant changes. 

For the next few months, we are 
not likely to see any major changes in 
the bond market but this does not 
mean that there is nothing to be done. 
While the market is gradually ad- 


About fifty per cent of the gadgets 
we develop originate with the man 
on the job. His ideas are tried and, 
if they don’t work, we get them 
out of sight without delay. If they 
do work, the only reward he gets 
is the satisfaction of knowing he 
has made a contribution. There is 
no “cent” in our incentive, which 
means that as a company we are 
always indebted to our people. 
This in no way hurts our pride. 


The point is that if we do enjoy 
any manufacturing advantage over 
other check printers, it is largely 
due to the fact that gadgets con- 
tribute to processing and process 
controls. These devices are a con- 
stant challenge to our inventive- 
ness and we never hope to catch 
up. While it is difficult to pinpoint 
their value to our customers, we 
think in the aggregate they provide 
the “plus” they get from us. 


Manufacturing Plants at: cirron, NORWALK, PAOLI, 
CLEVELAND, DETROIT, INDIANAPOLIS, CHICAGO, KANSAS CITY, 
ST. PAUL, DALLAS, CHATSWORTH, PORTLAND 











justing itself to the new set of con- 
ditions, those who have committed 
themselves to a policy that assumes 
history must repeat itself, and that 
1959 rates will return, will have a 
chance to revise their position. 


The liquidity of the banking system 
becomes of great importance during 
the fall months and it can have an 
important bearing upon the invest- 
ment policies of the larger banks in 
particular during the last two months 
of the year. Banks as a whole are 
more liquid today than they have 
been for the past few years. This may 
be attributed in part to the extremely 
bearish attitude prevalent in financial 
circles regarding the outlook for bond 
prices. In addition, there has been a 
marked tendency on the part of bank- 
ers to be sure that they will have an 
adequate supply of very short term 
investments which they can convert 
readily into cash when the fall loan 
demand picks up. However, another 
factor that is seldom given the amount 
of attention that it warrants is the 
huge aggregate amount of short term 
Governments held by corporations 
now that they have learned to invest 
their own funds rather than allow 
them to remain on deposit with com- 
mercial banks. The liquidity provided 
in this manner is just as much a part of 
the liquidity of the commercial bank- 
ing system as if the funds were on 
deposit and invested by the banks in 
Treasury Bills. 


If Demand Is Slack 


It is too early in mid-September to 
know whether the seasonal loan de- 
mand will come up to forecasts or not. 
It appears, however, on the basis of 
reports from one of the major bank- 
ing institutions in the country which 
is usually the first to experience the 
fall pickup in loans, that the demand 
is either non-existent or developing 
later than usual. If the demand does 
not develop, or if the Fed should create 
a more liberal credit base than bank- 
ers now think likely, bankers could 
convert some of the excess liquidity 
provided for loans which failed to ma- 
terialize into somewhat longer term 
income producing investments. We 
would not speculate upon this develop- 
ing but suggest a very close check be 
kept on the situation. This will en- 
able you to move before the crowd if it 
becomes apparent that the demand 
for loans is not resulting in the tight- 
ness that had been forecast. 
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It has been very interesting during 
the past few months to ask bankers 
what they thought about the future 
for interest rates and without excep- 
tion the reply has been that rates 
would definitely rise and in many in- 
stances much higher rates were ex- 
pected. The question was then put 
whether the banker expected rates to 
go back to the 1959 level and in most 
instances the view was expressed that 
they would not get that high. Then an 
effort was made to get them to pin- 
point their thinking as to the probable 
maximum rate for three to five year 
maturities and the feeling generally 
was that about 444% might be seen. 
The purpose of this was not to get a 
consensus of crystal ball gazing but to 
find out what bankers had in mind 
when they talked about higher rates 
and lower bond prices. 


Market Hazards Reduced 

Relating this thinking to the present 
level of the bond market let us start 
with the 334’s 5/15/66 which is just a 
little short of the five year mark. 
This issue is selling at 99.30 to yield 
3.77%. If it should go to a 4.25% 
yield it would sell at a dollar price of 
about 98. This would mean price de- 
preciation of about 2 points. If the 
approximately three-year 4 7/8’s 11/ 
15/64 should go to a 414% basis they 
would sell at about 10134 versus 
present day price levels of 103.10 
where they yield 3.76%. What bank- 
ers are actually thinking about, there- 
fore, is a probable weakening of the 
price structure in the three-to-five- 
year area of less than two points. 
However, when one hears about the 
need to shorten down to _ protect 
against the coming crack in the bond 
market there is a tendency to think 
in terms of avoiding a dip of five points 
or more. This is an excellent example 
of talk creating fear in an excessive 
degree before the broad statements 
are reduced to mathematics. 


Any banker who has his funds at 
work in the bill market or who is play- 
ing the call money market on a day to 
day basis for an average yield of 
about 2.50% is losing an amount 
equivalent to a full 114% per year to 
protect against a possible price decline 
of not more than 2 points on the basis 
of thinking by bankers—not the 
writer. This becomes slightly ridicu- 
lous when it is carried to an extreme 
and when the grand awakening takes 
place there may be an equally un- 


justified rush in the other direction. 
(Continued) 
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When it comes to selling a 
sizable block of stock... 


You would probably prefer a minimum of publicity so that news of 
the offering won't depress the price of the stock, and the transaction 
can be completed as fast and efficiently as possible. 


Many people with sizable hdldings are apt to have some familiarity 
with the established techniques, especially the Secondary Distribution 
and the Special Offering, but they are not likely to know much about 
the technique that often is the most efficient. That’s the Exchange Dis- 
tribution, which we find can frequently be used to sell a large block of 
stock at less cost and with greater net return to the seller. 


If you would like to know more about the Exchange Distribution— 
or the Secondary or Special, for that matter—we will be glad to send 
you our new 16-page study “How To Sell a Sizable Block of Stock.” 


You'll find it contains information about each of the methods for han- 
dling large blocks to help you decide which is the right technique for you. 
What’s more, you'll find fourteen typical examples of Secondaries and 
Exchanges handled by this firm during 1960. Examples showing num- 


ber of shares, price, and gross spreads in dollars that we think you 
might find surprisingly attractive. 


If you'd like a copy, we’d be happy to mail one. But since the supply 
is limited, may we ask that you address your request directly to Joseph 
C. Quinn, Vice President, Sales Division. 


MERRILL LYNCH, 


PIERCE, FENNER & SMITH INC 
MEMBERS NEW YORK STOCK EXCHANGE AND OTHER PRINCIPAL STOCK AND COMMODITY EXCHANGES 
70 PINE STREET, NEW YORK 5, NEW YORK 





Briees, ScHAEDLE & Go., Inc. 
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It may appear contradictory that 
this article does not end up with a 
strong recommendation that maturi- 
ties be extended sharply at once for 
important bond profits. It certainly 
points out and discusses reasons why 
the almost universal bearishness on 
the market does not appear to be 
justified. However, the most im- 
portant single factor in connection 
with successful portfolio management 
is to avoid guessing about what is 
going to happen and to be prepared 
to take advantage of actual develop- 
ments when they take place. Efforts 
to obtain higher interest rates are not 
likely to cease in the immediate 
future and it will take some time for 
investors as a whole to change their 
thinking to the point where they will 
be able to visualize anything other 
than the likelihood of higher rates and 
lower bond prices. 


Act on Information Only 


The time to act will be when there has 
been clear-cut policy announcement by 
the Administration or the Fed which 
will indicate that the easy money policy 
which has been in effect for the past 
eighteen months will be pursued more 
vigorously, will be continued for an ex- 
tended period of time, or, will give way 
to a trend toward tighter money and 
higher rates. When you don’t know 
don’t gamble either way. 


During the next few months any 
period of strength should be used, by 
those who have set 1961 up as a pro- 
fit year, to realize additional profits. 
Similarly, those who have set up 1961 
as a loss year might use periods of 
weakness to take moderate losses on 
some of their defensive holdings, ac- 
quired as replacements for longer 
terms sold at higher levels, to re-enter 
the intermediate market on a moderate 
scale. For example, the 2 14’s 6/15/67- 
62 were yielding as much as 4.10% 
when they were selling around the 
9114 level a short while ago. Looking 
ahead to December 1962, this bond 
will be a 414-year obligation and if it 
is still selling at 9114 it will be on a 
4.60% yield basis. Rates may not be 
that high a year from now. 


Going somewhat deeper to illustrate 
where bond prices are in relation to 
where they have been we might think 
of another issue. In December 1959 
the 214’s 12/15/68-63 were nine year 
bonds and sold as low as 82.28 which 
represented a yield basis of 4.89%. 
The yield basis on these deep dis- 
count bonds was not as important as 
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the price level because of tax con- 
siderations. Now toward the end of 
1961 we find that the 81% year 214’s 
3/15/70-65 are selling at 89.22 and 
the 9lg-yr. 214’s 3/15/71-66 are 
selling at 88.22. From these we can 
interpolate and arrive at a price of 
about 89.6 for a 9-year issue. At the 
peak of the market in mid 1958 the 
9-yr. 214’s 6/16/67-62 were selling at 
100.9. 

Now just where do we stand? 
Nine-year bond prices are 11 points 
lower than they were in 1958 and 
only 6.10 points higher than they 
were at the bottom of a completely 
demoralized market in 1959. If we 
merely adjust the 1959 level from a 
4.89% basis to a 4.50% basis we find 
that the price level in a very tight 
money market, rather than a demor- 
alized one, would be about 85.10 for 
a 9-year 214% issue. On the basis of 
this analysis we find that current 
price levels are only 3.28 points above 
the adjusted low level and 11.2 points 
beneath the high point reached in 
1958. Now just in case anyone should 
jump at the conclusion that the 1958 
price level was unreasonable let us go 
back to 1954 when the 214’s 6/15/67- 
62 then a 13-year bond, sold as high 
as 102.13. 


To a bond portfolio manager it 
shouldn’t make any difference what 
party is in power or whether their 
policies are in line with his personal 
political leanings or not. He must 
take into consideration the thinking 
of those who have the power to set 
the policies of the nation and act ac- 
cordingly in order to obtain maximum 
results. The present Administration 
came to power as an easy money rather 
than a hard money group, and there 
has not been the slightest indication 
that the basic easy money thinking 
has been abandoned. 


Always bearing in mind that it does 
not pay the portfolio manager to en- 
gage in any speculation as to the 
future for the bond market, the fol- 
lowing broad thoughts might be con- 
sidered by those whose portfolios fall 
in the approximate categories listed. 


® Very Short 

Those which have been shortened up 
severely into one or possibly two year 
issues as a speculation that much 
higher rates will be soon be seen. 


Reduce your present very short term 
holdings to a level that is in keeping 
with your likely banking require- 
ments. Place the surplus in the 3 to 


4-year area. This will eliminate the 
speculation upon rates and will guar- 
antee a fair rate of return for a period 
far enough into the future to render 
it probable that a period of tight 
money will have developed during 
this interim. 


® Fairly Short 


Those not excessively weighted with 
one to two-year issues and with im- 
portant amounts in the three to five- 
year area. If you have important pro- 
fits and 1961 can be a profit year, take 
them and reinvest in higher coupon 
issues without any measurable ex- 
tension of maturity. The profits, if 
placed in a reserve account, could be- 
come extremely valuable in 1962. If 
1961 is a loss year, move from lower 
coupon into higher coupon issues, but 
only if this does not involve large 
losses. 


® Moderately Long 


Those in which income has _ been 
stressed and fair-sized commitments 
exist in the 5-to 10-year area along 
with adequate but not excessive hold- 
ings in the shorter maturity ranges. 
Shift as much as possible of lower 
coupon into the higher coupon issues, 
depending, of course, upon the tax 
status for the year 1961. However, no 
substantial losses on longer terms 
should be considered with prices where 
they are today. 


® Overbalanced with Longer Terms 


In the vast majority of cases such 
portfolios represent badly locked-in 
positions as the result of major errors 
in investment judgment sometime in 
the past. There is no point in taking 
huge losses on such holdings merely to 
get rid of something which is annoying 
in that it serves as a constant reminder 
of something less than astute judg- 
ment. Even if a bond reserve account 
is available it can be used to far 
better advantage in the intermediate 
term area where it can be recouped 
much more rapidly and ‘“‘kept alive” 
for later use. Every time a similar 
amount of profit and loss can be 
taken in different years it builds the 
reserve because of the 27% differential. 
Thus what might be called a “live re- 
serve’ will yield far greater longer 
range benefits because it keeps grow- 
ing in size. On the other hand, the 
burying of an important part of a 
bank’s reserves in a situation in which 
it will take years to recoup the losses 
taken just does not make sense. 
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at the Convention at Bal Harbour, Florida 
November 26-30 


Ideas ... suggestions . . . new approaches 

. in an informal exchange packed with 

priceless experiences . .. this can be yours at 

the FPRA Convention, and you need not be 
an FPRA member to attend! 

Departmental sessions will be held on many 
business building subjects including install- 
ment loans, savings and mortgages, trust 
development, commercial development, build- 
ing public relations, developing sales-minded 
personnel, techniques with newspaper, radio, 
and television media, clinics on budgets, con- 
tests, and special events! 


The material to enable you to do a better 
job is here... it will be truly a “Treasure 
Chest of Ideas” ...a treasure for your firm 
and a personal bonanza for you also. 

We urge you to make reservations now. 
Do not hesitate to phone or write us for more 
information. 


All bankers, member or not, you’re invited to 
the FPRA Convention. Nov. 26 - 30, Bal Har- 
bour, Florida. 


FINANCIAL PUBLIC RELATIONS ASSOCIATION 
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Clearing House for PR Ideas 


231 So. La Salle St., Chicago 4, Ill., Tel: STate 2-5547 








NATIONAL CASH 
(Continued from page 38) 

1960 level while foreign new orders 
rose 15%. Though expenses incident 
to expanding the data processing 
volume will increase this year, esti- 
mated reported earnings should be 
near $2.70 per share. On a consolidated 
basis, including unremitted foreign 
profits, net per share is projected at 
around $3.30. 

For the future, annual earnings 
gains in the 10% to 15% range appear 
probable. At a recent market price of 


If California were 
in the East... 


ROCHESTER 





Ss 
CLEVELAND 


OHIO 


@ COLUMBUS 


CINCINNATI 


VIRGINIA 


105, the common stock capitalizes 
estimated consolidated earnings at 31 
times, and reported earnings at 38 
times. In view of the traditionally 
high multiples accorded the stocks of 
successful business machine compa- 
nies, and the much improved outlook 
for National Cash, the present valua- 
tion does not appear excessive. 


ETHICS 

(Continued from page 46) 
distressing ethical dilemma in which 
the auditor himself is involved. What 









... This illustration is not intended to argue that simply be- 
cause California is so big, and allows statewide branch bank- 
ing, that branching to the same geographic extent should be 
allowed elsewhere in the country. The map illustrates, however, 
the incongruity and lack of logic in the pattern of our branch 
banking laws and the absurd situation that has developed be- 
cause banks have been contained within political boundaries 
established years ago by rivers, mountain ranges, and old 
Indian trails .. . 


From an article appearing in the September 
BANK STOCK QUARTERLY published by 


M. A. SCHAPIRO & CO., INC. 
ONE CHASE MANHATTAN PLAZA’ 
NEW YORK 5,N. Y. 


Complimentary copies upon written request. 
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shall he do if he finds executives of his 
own bank indulging in practices which 
might be in accordance with law but 
appear to be, or are in fact, not in ac- 
cord with the best ethics of banking? 

Shall he resign and disassociate 
himself from the possible long range 
consequences? Or does he owe a re- 
sponsibility to the bank itself, or to 
the community, that transcends the 
importance of his own job, or the jobs 
of his superiors and perhaps his per- 
sonal friends? 

I will not attempt to give you a 
categorical solution of that problem. 
I merely warn that it could happen to 
you, and there should be no question 
about your course of action. The 
auditor or controller has the prime 
responsibility of protecting the pro- 
perty of the bank’s stockholders. 

There are other pitfalls that come 
under the head of self-dealing. Why 
should not a bank which has a mort- 
gage department sell mortgages to its 
trust accounts, or if it has a municipal 
bond department buy from its trust 
accounts or sell to them? 


The very idea, I can see, sends a 
shudder through you. No one can act 
as both buyer and seller in a trans- 
action and with any guarantee that 
the price is fair and unbiased. If there 
is the slightest possibility of conflict 
of interest, it should not be done. 
Even a bank with a government bond 
department does not supply its trust 
accounts with governments, nor buy 
from them when they must be sold. 


Avoidance of conflicts of interest 
requires a very delicate perception as 
well as a high standard of ethics. The 
same may be said of self-dealing, 
either as between departments of the 
bank or between the bank and its 
officers. 


Responsible to Public 


A bank is a privately owned but 
semipublic institution. Because it is a 
public institution bank management 
encounters a whole series of ethical 
obligations which are not apparent on 
the surface. 


For example: The famous manager 
of a large and highly respected bank 
asserted repeatedly in his lifetime that 
the chief executive of a bank who 
neglected to provide for competent 
management succession was just as 
guilty of irresponsibility as though he 
put his hand in the till. 

These are strong words, perhaps too 
strong, but it is not enough that a 
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bank be liquid and sound, for it must 
continue to be so when the current 
management is gone—and that may 
happen any day, any moment. Able 
management succession is a moral 
obligation. Neglecting to provide it is 
certainly unethical. 

A bank charter is a_ privilege. 
Therefore a bank must act like a bank. 
It must provide that energizing in- 
fluence in a community which is es- 
sential to progress. Riskfree invest- 
ments may be conducive to sound 
sleep, but is a bank justified in refus- 
ing to extend financing merely be- 
cause it presents difficult questions 
that require careful answers? 


These are hard problems. Some of 
them tie back into our observations 
on management succession. If a bank- 
er is too old to enjoy the competitive 
fray, if he has grown too fond of ease 
to get out and build up his bank 
through building up his community, 
is it not time for him to relinquish 
control to younger and more eager 
spirits? No man should ever get into 
the frame of mind that a bank be- 
longs to him. 

A bank’s relationship with com- 
petitors should be on the same high 
plane as that with his customer. Busi- 
ness should not be solicited through 
the negative approach, running down 
a competitor. I heard recently of a 
case where a bank understandingly 
refused to cash a check payable to a 
corporation for an officer of the corpo- 
ration, even though he was authorized 
to endorse it. 


The individual was furious and 
went across the street to a competitor 
bank and said he wanted to move his 
entire business because of the insult- 
ing treatment he had received. The 
competitor banker replied, of course, 
that they would be delighted to have 
the account but they felt it necessary 
to state that they would not have 
cashed the check either, and explained 
why. The customer was so impressed 
with this fairness that he moved the 
business anyway. 


Honesty Ennobles 

Whether or not there is an im- 
mediate reward, or whether there is 
any reward at any time, strict honesty 
ennobles the individual, and it crowns 
him with an aura that can be felt 
if not seen. Reputations are not made 
on Madison Avenue. They are built in 
the everyday habits and actions of 


the individual. 
(Continued) 
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Special Offer 


SUMMARY OF ADVICES 
FOR 1962 


ON 1000 STOCKS IN 59 INDUSTRIES 
PLUS 50 SPECIAL SITUATIONS 


There are well-grounded reasons to expect that the next 12 months 
will be rewarding to investors who adhere to objective standards of evaluat- 
ing stocks—despite the fact that many individual stocks and industries 
are in for difficult times. 


To identify those stocks which are now reasonably priced and most 
likely to outperform the market as a whole, send for Value Line’s new 
SUMMARY of all forecasts for the coming year . 
stocks under regular and continuous review! 


You will also receive all the new Value Line Rankings—which group 
these 1050 stocks by expected performance over the next 12 months and 
over the next 3 to 5 years. 


As a matter of record, the extent to which the stocks in the highest- 
ranking group (Group I) have outperformed those in the lowest-ranking 
group (Group V) is a source of great pride to Value Line—and extra- 
ordinary value to its subscribers. (The comprehensive record of results 
will be submitted to you). 


In view of what has just taken place in the stock market, use the 
SUMMARY to check every leading stock in which you are interested— 
immediately and all at the same time. See how each one now ranks for 
(a) Probable Market Performance in the Next 12 Months, (b) Safety, 
(c) Income and (d) 3- to 5-Year Growth Potential. (These Rankings are 
provided only by the Value Line Survey.) 


Here in one convenient SUMMARY you will have the conclusions 
reached in the full 1400-page Value Line Survey. With these ADVICES 
you can now choose the strongest stocks on the basis of objective and 
current measurements of value. 


GUEST COPIES AVAILABLE 


To help you invest more profitably in the next twelve months, we 
will send you a guest copy not only of this new SUMMARY OF ADVICES, 
but also the other Reports listed below—all in conjunction with a special 
Guest Subscription: : 

(1) THE SUMMARY OF ADVICES FOR 1962 (as above). 

(2) 80 FULL-PAGE REPORTS on selected stocks in key industries. 


(3) Arnold Bernhard’s new book “THE EVALUATION OF COM- 
MON STOCKS” (regular $3.95 clothbound edition published 
by Simon & Schuster). 


And for the special ‘‘guest’’ price of only $5 you will receive (a) the 
next 4 weekly Editions of the Value Line Survey with full page reports on 
each of 300 additional stocks, (b) a new Special Situation Recommendation, 
(c) Four “Especially Recommended Stock-of-the-Week’’ Reports, (d) Busi- 
ness and Stock Market Prospects (weekly), (e) List of Selected Stocks to 
Buy and Hold Now (weekly), (f) The Value Line Business Forecaster 
(weekly), (g) ‘“‘What the Mutual Funds Are Buying and Selling,” (h) 
“‘What Company Officers and Directors Are Buying and Selling’ (weekly), 
(i) Weekly Supplements, (j) Four Weekly Summary-Indexes including all 
changes in rankings to date of publication. 


. for each of 1050 : 


To take advantage of this Special Offer, fill out and mail coupon below 


ee 
Address 


City__ Ee 5 ccm 2a 


Send $5 to Dept. BY-1L 


THE VALUE LINE 
INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & CO., Inc. 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y. 











SERVICE CHARGES 


* Adjust your inadequate charges to reflect 
present day costs. 


* An analysis by us of the operations of 
your bank will include all required data 
for adjustment. 


Driscoll, Millet & Company 


Analysts in Bank Management 





2228 Lewis Tower ° 





Philadelphia 2, Penna. 
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The SANWA Bank plays an important finan- 
cial role in fostering Japan’s vital industrial 
production. 


SANWA BANK 


Head Office: OSAKA JAPAN 

Branches : 185 throughout Japan 

Overseas Office: London, New York, 
San Francisco, Taipei 
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Lincoln is revered because he never 
deviated from the course that he 
thought was right. Robert E. Lee jis 
an inspiration because when the cause 
was lost , his sense of ethics compelled 
him to refuse lucrative employment 
and to endure with his comrades and 
neighbors the hardships to which they 
were subjected. JEB Stuart, the great 
cavalry leader, always signed his let- 
ters to Robert E. Lee ‘Yours to 
Count On.” 

The London Stock Exchange has 
the motto ‘‘Dictum Meum Pactum” 

““My Word Is My Bond.” There, as 
in our own financial houses, trans- 
actions involving great sums of money 
are carried out without signature or 
receipt. A man’s word is good enough; 
the ethical standard is strong and 
high enough to interdict a denial, 
however costly the result may be. 

Ethics simply is honesty combined 
with the fine sense of honor which 
enable the individual to discern the 
true nature of a transaction. Ethics 
assures moral strength of character 
which makes the individual turn his 
back on anything which is tainted 
with conflict of interest or self-dealing. 


You have not, and I am sure you 
will not, confine your efforts to the 
letter of the law, but will fearlessly 
and steadfastly insist upon high 
ethical standards in the management 
of your banks—the ethical standards 
upon which is built public confidence 
in your officers and your institutions 
and without which a bank cannot en- 
dure. 

Your day-to-day duties encompass 
operational control and asset protec- 
tion. In short, you gentlemen carry 
with you through each working day a 
burden of responsibility which out- 
weighs, perhaps, that of most other 
members of your official staff. Your 
functions to a large degree determine 
not only the reputation of your bank 
in your own community, but the 
reputation of commercial banking 
throughout the nation. 


Directors Must Direct 


As guardians of the public’s wealth, 
the entire management group of your 
bank must be imbued with an aware- 
ness of this public responsibility. 
Bank directors are duty-bound to di- 
rect the affairs of their institutions 
along safe channels and must insist on 
adequate control procedures, includ- 
ing director examinations. 


Indeed director examinations are 
essential if full protective measures 
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are to be followed. Edward H. De- 
Hority, deputy chief of the Division of 
Examination of the F.D.I.C., recently 
said that much of the recent increase in 
bank defaleations could have been 
prevenetd, or at least prevented from 
reaching serious dimensions, if the 
directors of the affected banks had 
been alert. 

But the daily supervision of your 
bank’s operations largely is in your 
hands. The protective measures your 
bank takes to insure against staff 
fraud are your special concern. 


In 1960 the nation’s commercial 
banks were hit by heavy embezzle- 
ment losses—as I’m sure all of you are 
aware. According to an analysis made 
by The American Bankers Associa- 
tion, embezzlement losses in amounts 
of $10,000 or larger exceeded $10- 
million in 1960 compared with $8.8- 
million in 1959. 


Losses Are Microscopic 

At first glance this would seem to in- 
dicate that the men and women in 
banking are becoming relatively less 
trustworthy with each passing year. 
You and I know thisisnotso. Actually, 
our losses caused by staff fraud are 
microscopic compared with industrial 
pilferage and business embezzlements, 
estimated at over $114-billion in the 
1960 period. 

The difference is that bank losses in 
most instances are treated like airline 
crashes by the newspapers. The air- 
lines carry millions of passengers 
hundreds of millions of miles every 
year in complete safety. You seldom 
read of this achievement in the news- 
papers. Any time there is a disaster, 
however, it makes the front pages. 


The same thing applies to banks. 
The $10-million in fraud losses in 1960 
actually resulted from 111 embezzle- 
ments. These losses received front- 
page newspaper coverage. There was 
no mention of the fact that some 
650,000 bank men and women handle 
hundreds of billions of dollars worth of 
the public’s assets_every day safely 
and securely. 

Still staff frauds do occur, and it is 
the everyday responsibility of auditors 
and controllers to keep these losses at 
a minimum. In May The American 
Bankers Association mailed to its 
17,000 members a new manual out- 
lining a direct verification program. 
This new manual was developed to en- 
able banks to take added precautions 
against internal fraud. 

(Continued) 
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Neu ave cordially cnucled 
la allend demons trahans of lhe lales C advance cn Check Handling 
Cuginal Decument Process ng 


Booths 504: J04, Cducational Crhebets 
GABA Canrentian, Fan Francisca 
Colober 15-49 


Cgugpment Shown Will Inelu e. 


. The Most Cconemical Check Farber 
The Mast Cfficient On-Premise Aecount Number Encoders 
Printers Account Number Cncoders 
Universal Input Cyugpment 
Gnlematic Magnetic Cancellation 


Jn addition, our Bankers Business Fervive Division well 
demonstrate ds new Instatinent Credit Record Semuecve. 










IN BUSINESS AND BANKS @ > SINCE 1887 


OM mi. 


CUMMINS-CHICAGO CORPORATION 
4740 N. RAVENSWOOD AVE. © CHICAGO 40, ILL. 
SALES AND SERVICE IN ALL PRINCIPAL CITIES 
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BANCO POPULAR DE PUERTO RICO 


San Juan Puerto Rico 


| a 


Statement of Condition as of June 30, 1961 


RESOURCES 


CASH AND DUE FROM BANKS $ 17,804,173.10 


BONDS AND INVESTMENTS: 


United States Government $23,708,768.85 


Government of Puerto Rico 


and its Dependencies 18,468,574.36 


Loans guaranteed by 


United States Government 24,723,063.49 66,900,406.70 


LOANS AND DISCOUNTS 76,104,503.27 


BUILDINGS, FURNITURE & EQUIPMENT 2,887,212.48 


OTHER RESOURCES 1,544,931.91 


$ 165,241,227.46 


LIABILITIES 
DEPOSITS $ 147,255,903.94 
CAPITAL STOCK 5,000,000.00 
Surplus 5,000,000.00 


Undivided Profits 1,651,497.25 


11,651,497.25 


RESERVES: 


Payables, Valuation 


& Contingencies 6,258,826.27 


Dividends Payable July 3, 1961 75,000.00 


$ 165,241,227.46 





Letters of Credit in process $816,960.33. 


Securities carried at $29,962,307.05 are pledged 
to secure public funds and trust deposits as required by law. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





I am sure that many of you gentle- 
men represent large banks with con- 
tinuing audit programs that include 
direct customer verification. For you, 
the manual would simply review pro- 
cedures already in use. However, 
those of you who represent smaller 
institutions will find it an invaluable 
audit tool for ascertaining the accuracy 
of your records, in bringing to light 
existing shortages, and as a deterrent 
against the possible manipulation of 
accounts in the future. 


Look to NABAC for Safeguards 


The members of this association, 
more than any other banking group, 
are looked to for the establishment of 
safeguards against irregularities. Your 
audit controls, recommendations for 
direct verifications, adequate bonds, 
and other measures designed to pro- 
tect the bank are essential in modern- 
day banking. Your work in research 


has been outstanding, and owing to 
your help we are much closer to auto- 
mation than was thought possible a 
few years ago. Banking has asked 
much of you and has never been disap- 
pointed. 

The changing nature of our business 
is placing increased emphasis on 
skilled and well trained employees. In 
fact, we won’t much longer be able to 
indulge ourselves the use of marginal 
and unskilled help. On-the-job train- 
ing which is practiced by most banks 
can really be effective only when we 
begin with a good product. A.LB. 
classes, your NABAC school, the Na- 
tional Trust School, The Stonier 
Graduate School, and the other fine 
schools sponsored by banking are 
absolutely essential to the upgrading 
of our employees to meet the require- 
ments of our changing times. 


I have not taken nearly enough 
time to do this subject justice. I have 
merely hinted at the fact that ethics 
in banking runs from A to Z through 
the whole alphabet of banking. In- 
deed, ethics bears the same relation- 
ship to banking as the word virtue 
does to the word lady— it is part of the 
definition. 

A bank that disregards the moral 
rightness or wrongness of its policies 
and operations is burning its candle at 
both ends. As the poem says, it will 
not last the night. 

An ethical bank, in serving the best 
interests of its community and stock- 
holders, is one that will naturally 
thrive and prosper. 
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NEW DIEBOLD DIRECTION CONTROLLED WINDOW SERVES 


SMALL CARS, TALL CARS, ALL. CARS iim 


INCORPORATED 


HNIC OMAN 


SAFE COMPANY 


Division of Diebold, incorporated 


in Canada: Diebold of Canada Ltd., Toronto 
Ahern Safe Co., Montreal 
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Today’s drive-in banking customer may be driving anything from a knee-high 
sports car to a tree-high truck. But with this new window, it couldn’t matter 
less! It features a deal drawer that moves up and down as well as in and out, 
makes drive-in banking convenient for small cars, tall cars, all cars .. . does 
so electrically at the touch of a button! 


Designed and engineered in a tradition of quality, this new direction controlled 
window brings a new concept of convenience and service to your drive-in 
banking. Get complete details now! The coupon below will bring them to you. 


DIEBOLD, Incorporated — Canton 2, Ohio Dept. B- 23 


Gentlemen: 
Please send complete details on new Direction Gontrolled Drive-in 
Window. 


SS See 

2 

3 
@ 
i 
' 
' 
1 
i 
' 
‘ 
' 
' 
1 
‘ 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
i 
' 
' 
' 
' 
' 
' 
I 
' 
' 
' 
i 
' 
' 
' 
! 
' 
' 
' 
! 
' 
' 
' 
' 
' 
' 
‘ 
' 
' 
i 
' 
' 
' 
' 
i 
' 
' 
' 
' 
' 
' 

ee eS eS 





OPERATING NEWS & TRENDS 





INSTALLATIONS 


First National of Chicago 
To Mechanize Savings 

The First National Bank of Chicago 
has announced plans for installing an 
electronically controlled system that 
will completely mechanize its $600- 
million dollar savings operation, which 
according to Walter Clow, vice presi- 
dent, will handle on an average day 
about 5,500 separate transactions, 
and on peak days as many as 16,000. 


Said Gaylord A. Freeman, Jr., presi- 
dent, “IBM equipment designed es- 
pecially for First National’s savings 
department was ordered today with 
installation to begin in mid-1963. The 
new equipment will provide the bank 
with the optimum in customer service 
and savings department efficiency. We 
expect many new conveniences for our 
customers, including a considerable 
reduction in waiting time. They will 
also be able to complete all their 
transactions at one window. Should 
the state legislature legalize branch 
banking, the system can easily be 
adapted to savings operations in 
neighborhood branches.” 


The system will include a specially 
designed teller’s machine for each of 
the 80 savings windows. As informa- 
tion is entered into this machine it will 
be instantaneously transmitted to a 
central IBM 1410 data processing 
system which will single out the 
customer’s account from over 250,000 
savings accounts stored on whirling 
magnetic disks. It will then auto- 
matically and without manual inter- 
vention by the teller post directly onto 
the passbook all unposted interest and 
unposted transactions, in chronolog- 
ical order. 


At the same time, transactions will 
be posted to a visible journal for use 
by the teller and to reels of magnetic 
tape to provide the bank with a good 
audit trail. Any special conditions af- 
fecting a savings account will be 
flagged in the computer and the teller 
notified immediately by means of a 
typewritten message which will in- 
clude any special instructions. 

Heart of the improved savings 
operation will be the recently an- 
nounced IBM 1301 disk storage unit 
which is capable of holding 66 million 
characters of information. 
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CCTV Links First National City’s Dual Headquarters 


Shown above at the bank’s 399 Park Avenue Uptown office in New York 
City is the First National City’s money committee making use of a unique 
closed circuit television system which welds the dual-headquarters of the 
bank into a single operating unit. 

Through this two way system, the bank holds daily committee meetings 
and customers’ conferences although the individuals are separated by the 
more than four miles distance between the 55 Wall Street (Downtown) and 
Park Avenue (Uptown) headquarters. 


Included in the system is equipment 


for televising documents under discussion. 
General Precision Laboratories proposed, designed and built the simul- 


taneous, two-way system now in use. 


Seated before the television camera and monitors are (1 to r): Robert 
L. Hoguet, Jr., senior vice president; George C. Scott, senior vice presi- 


dent; James S. Rockefeller, chairman. 


With backs to the camera are 


William I. Spencer, left, senior vice president, and C. Sterling Bunnell, 
senior vice president and chairman of the money committee. 


NEW PRODUCTS 
Check Saver 


Greater efficiency in processing 
checks printed in magnetic ink is pos- 
sible through use of a new-type car- 
rier for rejects, according to officials 
of MICR Forms, producer of the 
Check Saver. 


The Check Saver is a jacket made 
of strong, translucent paper stock. 
‘“‘Misfired’”’ checks are inserted into it 
and, through a new heat seal process, 
items are permanently sealed in the 
Saver, preventing separation during 
processing and transit. 

According to the manufacturer 
other advantages offered by Check 
Savers are: Check rejects are pro- 
cessed in proper sequence. There is no 
trace of correction label gum or glue 


on equipment parts. The original code 
on the check remains visible. 

For additional information, contact 
MICR Forms, a division of Wood 
Business Forms, 1014 Touhy Avenue, 
Park Ridge, Iil. 


EQUIPMENT 
IBM's Selectric 


A revolutionary electric typewriter 
that types by means of a single sphere- 
shaped element (see cut) bearing all 
alphabetic characters, numbers and 
punctuation symbols was introduced 
recently by International Business 
Machines Corporation, New York 22, 
Ni. ¥. 


Called the ‘‘Selectric’’, the new ma- 
chine operates without the benefit of 
type bars or movable carriage. 
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Harvester’s 45 
and wasarevol 


Today’s Farmall 
more than two toa 
the modern de 


+7 hp. into a little 
ability, to answer 





Ti Ni E Ss eC oa A | G e Farmers still come to you for help with farm equipment financing. 


Now we don’t pretend to tell you who are the best business risks. 


i but farmers still But we can tell you this: the man buying IH equipment is buying 


visit the bank. 
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well. He’s a good judge of quality, of value. For, today as always, 
International Harvester research and product improvements keep 
our equipment first in the field. 


INTERNATIONAL HARVESTER 


€3 








Mounted on a carrier, the sphere 
moves across the paper from left to 
right, rotating and tilting at extremely 
high speeds as it selects and types the 
desired character or symbol. 


Presently available in two sizes, the 
Selectric offers the purchaser a choice 
of six specially designed type faces 
each of which can be locked in cr re- 
placed on the machine in a matter of 
seconds. 


SERVICES 


“Instant Savings” at C&S 
The Citizens & Southern National 
Bank, Atlanta, Ga., has devised a 
new application of its Charge Ac- 
count Service which it calls “Instant 
Savings.” Charge account customers 
are enabled by this plan to “buy” 
a savings account with their C&S 
charge card, and arrange to have a 
minimum of $10.00 and added mul- 
tiples of $5.00 charged to their charge 
account and placed to the credit of 
their savings account each month. 


The customer’s one monthly check 
to the C&S Charge Account Service 
will include payment for the savings 
deposit. And, in months of unusual 
expense, he can use the charge ser- 
vice’s}flexible payment feature and 
continue saving regularly without in- 
terruption. 


A previous C&S innovation was 
the “Instant Money” loan, by means 
of which charge account customers 
are able to obtain cash loans in less 
than two minutes, with no interview 
and no waiting. The amount of the 
loan, plus a small flat charge, then 
appears on his monthly charge state- 
ment, along with those covering 
purchases from participating mer- 
chants. Nearly 195,000 “Instant 
Money” loans totaling $17,537,000 
have been made to date, accounting 
for slightly more than half of the 
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total charge account service volume 
of $34,322,000. 


A New Type of "Gift Check” 
A gift check without the “I almost 
forgot” connotation, is the most re- 
cent of the series of new services of- 
fered by the Valley National Bank at 
all {68 of its offices in Arizona. The 
checks, printed in two colors and heat- 
embossed on parchment-like paper, 
are available in three categories: birth- 
day, Christmas, and all-inclusive con- 
gratulations which can be used for 
graduations, anniversaries, weddings, 
job promotions, births and the like. 


Cost of the checks, including the 
presentation envelope, is 15c each. The 
sender will write the check for any 
amount he wishes, and it will be 
processed through his regular VNB 
checking account just as any other 
check would be. Two stubs are pro- 
vided; one for the sender’s records, and 
another for any personal message he 
might wish to include. 


BOOKLETS 


How to Use a Tape Recorder 

A new booklet published by the 
Magnecord Sales Department of Mid- 
western Instruments, Inc., in Tulsa, 
Oklahoma, describes ‘207 Ways to 
Use a Tape Recorder,’’ wherever tape 
recorders are used. 


The booklet may be obtained at 
Magnecord dealers or by writing the 
company at P. O. Box 7509, Tulsa, 
Okla. 


An Interest Calendar 

The Chase Manhattan Bank has 
prepared a folder containing a calen- 
dar showing the total number of days 
in any period between January 1, 1961 
and December 31, 1963, tax-exempt 
and equivalent taxable yields, interest 
on $1,000,000 for one day at various 
rates, and decimal equivalents of 64th 
per $100.00. Copies may be ob- 
tained by addressing a request to the 
bank’s bond department, New York 
15. Y.. 


All About Signs 


The United States Bronze Sign 
Company has announced the release 
of a colorful new 16-page catalog that 
abounds in ideas for banks with a sign 
problem of any kind. The signs de- 
scribed range from exterior plaques, 
tablets and seals to individual letters, 
identification and directional signs. 





Special services such as custom de- 
signing and free preview sketches are 
also featured. 


While bronze is the metal most often 
used for these purposes, U. S. Bronze 
artists and craftsmen also originate 
designs in aluminum, stainless steel, 
and other metals. 

A copy of the catalog may be had 
by writing United States Bronze Sign 
Company, Inc., 101 West 31st St., 
New York 1, N. Y. 


EXECUTIVES 





G. S. BATE B. W. KLIN GELHOFER 


GUY S. BATE and BENJAMIN W. 
KLINGELHOFER recently received ap- 
pointments at Cummins-Chicago 
Corporation. Mr. Bate who had pre- 
viously represented Remington Rand 
in the New York area, will continue 
to serve New York City banks for the 
Chicago based firm. Mr. Klingelhofer, 
former procedures and methods in- 
dustrial engineer with Aerojet General 
Corporation, was made method engi- 
neer, electronic division, for the San 
Francisco Bay area and the Pacific 
Northwest. 


Magnetronic Service Corporation, a 
computer servicing organization for 
banks and other types of business, has 
announced the election of FERDINAND 
T. BURGER, former banker and finan- 
cier in New Jersey and Pennsylvania, 
as president. 


JOHN J. GRAHAM has been appointed 
vice president, operations, of the 
Radio Corporation of America’s Elec- 
tronic Data Processing Division. In 
this newly-created position, Mr. 
Graham will be responsible for com- 
mercial systems operations, data com- 
munications and custom projects and 
industrial computer systems. Also 
announced was the appointment of 


EDWIN S. MCCOLLISTER as division vice 
president, marketing, electronic data | 


processing. 
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Burroughs Enters Billion Dollar 
Punched Card Computer Market 


De. *loped to meet the specific re- 
quire .ents of high-volume, low in- 
vestment business data processing ap- 
plications, its new B200 series has put 
the Burroughs Corporation squarely 
into eempetition for the largest single 
bloc of the billion-dollar-a-year market 
for automatic business data processing 
equipment. Ray R. Eppert, president, 
said the company’s program includes 
a ney family of four solid-state com- 
pu’ r systems, an expanded customer 
training program, a sizable increase 
in the company’s U. S. data processing 
sales and technical support force, and 
a manufacturing program that will 
utilize resources of four plants in 
Detroit and Pasadena, California. 


The basic punched card system in 
the new series, called the B260, was 
described as a ‘‘workhorse computer” 
which will increase productivity sig- 
nificantly in medium and large-scale 
punched card applications. Said Mr. 
Eppert, “It is not a stripped-down ver- 
sion of a high-priced computer, but 
the first completely integrated, mo- 
derately priced system designed es- 
pecially for the punched card market.” 


The new series also includes the 
B280, a magnetic tape system, and the 
B250, which includes a hard-copy 
record processor in addition to 
punched card handling equipment. A 
fourth system in the series, the B270, 
was introduced earlier this year. It is 
particularly suited to financial data 
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processing applications because of its 
ability to accept documents encoded 
with magnetic ink as well as punched 
cards. 


The Burroughs president said the 
world market for automatic data pro- 
cessing equipment is growing at a 
faster rate than the rest of the busi- 
ness machines industry. The market 
for all business figuring machines ($2 
billion in 1960) has been doubling in 
size every five years. “Our own 
studies,” he continued, ‘‘show that 
during the past five years, there has 
been a 250 per cent increase in the 
number of users in the fields which 
the new B200 series will serve.”’ 


In preparing for entry into this mass 
market, Burroughs has systematical- 
ly realigned its marketing organization 
during the past two years. The com- 
pany’s U. S. equipment and systems 
sales, technical support and field en- 
gineering units have been consolidated 
into one marketing division employ- 
ing more than 7,500 people. 

A complete punched card electronic 
computer system will sell for $183,650 
and rent for $3,750 monthly. Sales 
prices of magnetic tape systems will 
range from $252,180 to $384,780, with 
monthly lease rates extending from 
$5,235 to $8,435. First deliveries of 
B200 systems will be made in the fall 
of 1962. 


Shown above is the B270, which is 
especially suited for banking appli- 





cations. It reads” and sorts MICR 
encoded documents, providing a tape 
listing of the items in each pocket of 
the sorter, and captures data on 
magnetic tape for subsequent com- 
puter input. In addition to the elec- 
tronic sorter-reader, a typical system 
includes a card reader, a central com- 
puter, two six-tape listers, and a 
magnetic tape unit. 


A 30-Million Check Pass Test 


A test of the Burroughs 301 mag- 
netic document processing system 
made late in July at the Federal Re- 
serve Bank of Chicago proved con- 
clusively the feasibility of automating 
the U. S. banking community’s check 
collection operations. More than 30 
million check passes were performed 
by the system during the pilot study 
without a single error in addition. The 
test was limited t o check collection 
operations for 628 Illinois country 
banks, which represent approximately 
a fourth of the 2,900 banks located in 
the five-state Seventh Federal Re- 
serve District. Ninety-three percent of 
the participating banks are preprint- 
ing checks with MICR numbers and 
symbols. 

It was found in the course of the 
test that ‘“‘the number of listing tapes 
is the determining factor in achieving 
the lowest number of handlings per 
item,’”’ and that ‘‘combining the high 
speed of the sorter with a listing tape 
for every sort category yields the 
greatest productivity.”’ Pursuing this 
proven concept, the B270 shown above 
has been designated as the successor 
to the B301, thus increasing the num- 
ber of listing tapes from 8 to 12. The 
B270, moreover, utilizes a more 
powerful central processor. 
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NABAC Meets in Chicago—lInstitute to Maintain MICR Standard 


As Winslow E. Pike, vice president 
and controller, The First National 
Bank of Atlanta, Ga. and president 
of NABAC, the Association for Bank 
Audit, Control and Operation, called 
to order last month’s 37th annual 
convention of the association, some 
1900 of the nation’s bankers had 
gathered at Chicago’s Conrad Hilton 
to share in the characteristically con- 
structive program that had been 
prepared for them. 


Chairman of the General Con- 
vention Committee was Delbert N. 
Urick, vice president and comptroller 
of Harris Trust and Savings Bank, 
who was assisted by vice chairmen 
Paul I. Mitchell, vice president and 
cashier of Manufacturers National 
Bank and Harry F. Tubergen, execu- 
tive vice president of Merchandise 
National Bank, along with a host of 
other Chicago bankers. 


It was a working convention, and 
the speakers addressed themselves 
to themes concerned not only with 
every phase and aspect of “bank 
audit, control and operation,’ but 
with subjects, as well, that have to 
do with our behavior as citizens of a 
free country and participants in a 
free economy.* 


An outstanding NABAC develop- 
ment was revealed at a press con- 


*See Address by Sam Fleming beginning at page 
40, and editorial at page 2. 


ference called by President Pike at 
which newsmen were told that re- 
sponsibility for maintaining the signal 
level standard of MICR documents 
had been assumed by the NABAC 
Research Institute. This function 
has been performed by General Elec- 
tric Corporation since the ABA adopt- 
ed the MICR ‘common language’”’ 
program for encoding bank docu- 
ments, and will be taken over by the 
Institute within sixty days. 


In assuming responsibility for main- 
tenance of this basic benchmark by 
which the quality of magnetically 
encoded documents is measured, the 
Institute will provide standard test 
documents to banks, bank equip- 
ment manufacturers and imprinters 
of MICR documents for a charge 
that will cover only basic costs. 

The fact, said Mr. Pike, that this 
action, was taken at the request of 
the manufacturers of bank equip- 
ment reflected ‘‘the objective and 
unbiased approach” the Institute 
had taken “in working toward the 
solution of bank operating problems. 
It is a recognition of the stature 
that the Institute has achieved in 
three and a half years of serving the 
banking industry.” 

The assumption of this responsi- 
bility by the NABAC Research 
Institute had its inception at a meet- 
ing with members of the Office 





Equipment Manufacturers Commit- 
tee, headed by T. M. Butler, di-? 
rector of engineering for the Bur- 
roughs Corporation, which was held 
in New York on May 5, 1961. 
NABAC was represented by F. Byers 
Miller, its executive director, and 
Richard A. Byerly, director of the 
Institute. 
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E. H. LERCHEN W. H. SIDDONS, JR. 


The Detroit Bank and Trust Co.:/ 


Newly named vice president is ED- 
WARD H. LERCHEN. He was formerly 
president, treasurer and a director ol 
Technical Service Inc. and TSI 
Leasing Inc. of Livonia and Farming: 
ton. 


Reem er TE onmermtnaer ee 


The Chase Manhattan Bank, New 
York: WILLIAM H. SIDDONS, JR., it 
charge of the check processing divi- 
sion, has been elevated from assistant 
vice president to vice president. Also 
announced was the promotion of the} 
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following to assistant vice president: 
ALBERT H. BARLOW, MARIO CAPRA, 
EDWARD KAHN, CHARLES T. POTUZAK, 
ARTHUR E. ALBRACHT, WARREN F. 
BEER, ARTHUR R. CLARK, ROBERT P. 
FECHTEL, DONALD J. MILLER and 
JOSEPH T. PENDER. 


H. M. Byllesby & Co., Chicago: 
Three promotions in this investment 
banking firm were those of C. RODE- 
RICK O’NEIL, research and underwrit- 
ing specialist, to vice president; 
HAROLD FINLEY, financial analyst, 
to assistant to the chairman of the 
board; and ALVIN SHAPIRO to manager 
of research. 


Marine Trust Co. of Western New 
York, Buffalo: The advancement of 
CLIFFORD L. STRANG from vice presi- 
dent and regional supervisor to senior 
vice president and regional supervisor 
was recently announced. 


Continental Illinois National Bank & 
Trust Co. of Chicago: Four newly 
elected directors are, ARTHUR T. 
LEONARD, former City National pres- 
ident and chairman of the executive 
committee of Continental’s board; 
WILLIAM P. MILLER, former City Na- 
tional senior vice president, elected 
to the same position with Conti- 
nental; RAWLEIGH WARNER, chairman 
of the board of The Pure Oil Com- 
pany; and CLARENCE H. SHAVER, 
chairman of the board of United 
States Gymsum Company. 


The City National Bank & Trust Co. of 
Kansas City, Mo.: The election of 
JOHN P. MILLER, executive vice presi- 
dent of Spencer Chemical Company, 
to the bank’s board of directors was 
recently made known. 
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First National Bank of Arizona, 
Phoenix: RICHARD A. WELCH of Port- 
land, Oregon, joined the bank on 
October 1 as vice president and trust 
officer, to head the trust department. 


R. A. WELCH 





KARL BAUER 


R. W. O'BRIEN, JR. 


Bank of America, San Francisco: 
Appointment of the following three 
vice presidents was recently made 
known: WILLIAM H. BOLIN, who has 
been named to head the Middle 
East and African division: KARL 
BAUER who takes charge of the ad- 
ministration operations department 
at the Los Angeles headquarters; and 
RAY W. O’BRIEN, JR., head of the 
agricultural credits section of the 
corporate finance department. 
Named assistant vice presidents were 
HORACE MERRILL, THOMAS R. KINLEY 
and ROBERT E. HOBDY, while TURNER 
E. TAYLOR, WILLIAM W. BERTRAM and 
RALPH J. PREJEAN were made trust 
officers. 


F. S. Smithers & Co., New York: 
CHARLES L. LEA, JR., has been made a 
partner in this investment banking 
house. 


American Bankers Association, N. Y.: 
DR. H. JEROME CRANMER, chairman of 
the Department of Economics at 
Drew University, has joined the As- 
sociation as secretary of its Research 
Committee. 


The First Pennsylvania Banking and 
Trust Co., Philadelphia: In his new 
office of vice president, RENZO J. 
DUCCESCHI has been made admini- 
strator of the operations of the 








bank’s six offices located in northeast 
Philadelphia. He succeeded THEo- 
DORE S. HALTEMAN who has been as- 
signed to the main office as head of a 


division of the commercial depart- 4 


ment. 


Manufacturers Hanover Trust Co., 
N.Y.: WILLIAM G. RABE has_ been 
elected chairman, Advisory Boards, 
He was appointed a vice president of 
Manufacturers Trust Company, 
which recently merged with the 
Hanover Bank to form Manufac- 
turers Hanover Trust Company; 
elected a director of Manufacturers 
Trust in 1947, and, in addition, be- 
came chairman of its trust committee 
in 1951. 


First National Bank of Oregon, Port- 
land: MAURICE H. STANS, former di- 
rector of the U. S. Bureau of the 
Budget, has been elected to the 
board of directors. Mr. Stans is now 
president of Western Bancorporation. 


Philadelphia National Bank: The es- 
tablishment of a market research de- 
partment to implement its activities 
in the advertising, public relations 
and communications fields has been 
disclosed. It is to be headed up by c. 
HARRY DOMM who was given the title 
of director of market research. 


American National Bank & Trust Cc. 
of Chicago: The appointment of JOHN 
H. BALDAUF, assistant vice president, 
as the bank’s representative in the 
states of Indiana, Ohio andKentucky, 
was recently announced. 


Morgan Guaranty Trust Co. of New 
York: EVEREST R. ST. AUBYN has been 
elected a vice president, assigned to 
the international banking division. 
At the same time DANIEL P. DAVISON 
was named an assistant vice president 
in the general banking division while 
ROBERT AEBERHARD and WENDELL L. 
NICHOLS became assistant vice presi- 
dents in the Paris office. 


J. H. BALDAUF 
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J. L. HAINES P. K. MOTHERAL, JR. 


The National Bank of Commerce, 
Houston: The election of JORDAN L. 
HAINES as a vice president was re- 
cently announced. He has been as- 
signed to the account administration 
department and will augment a team 
of bank officers which maintains a 
thorough program of contacts with 
firms across the U. S. that operate on 
a national basis. 


Mellon National Bank and Trust Co., 
Pittsburgh: P. KNOX MOTHERAL, JR. 
has been appointed a trust officer. 


The Bank of New York: Two recently 
elected trustees are WILLIAM R. BIGGS 
vice president in the investment divi- 
sion, and THOMAS F. MILBANK, estate 
manager with his office in New York 
City. Mr. Biggs is a director and mem- 
ber of the executive committee of 
United Carbon Company. His other 
directorships include Rand McNally & 
Company, Julius Garfinckel & Com- 
pany, Dome Mines, Ltd., and Peoples 
Life Insurance Company. Mr. Mil- 
bank is a director of Mississippi River 
Fuel Corp., The Texas and Pacific 
Railway Company and is chairman of 
the executive committee and a director 
of Seatrain Lines, Inc. 


Federal Reserve Bank of Kansas City: 
WILLIAM H. LEEDY, well-known Kan- 
sas City attorney, has been appointed 
general counsel and secretary. He will 
be taking over a position once held by 
his uncle, H. G. LEEDY, who retired in 
March of this year after 20 years as 
president of the Fed of Kansas City. 


Marine Midland Corp., Buffalo: 

Treasurer of Cornell University, 

LEWIS H. DURLAND, has been elected 

a director of Marine Midland. He is 

chairman of the board of First Na- 

—o Bank and Trust Co. of Ithaca, 
Ys 


United California Bank, Los Angeles: 
Vice President VICTOR H. ROSE has 
been appointed administrative head 
of the International Division. 
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CORPORATION 
CHANGES 





Slick Airways Inc., Burbank, Cal.: 
The newly-created senior executive 
office of vice president-finance and 
assistant to the chairman, has been 
filled by DAVID A. EDWARDS. Prior to 
accepting his new position with Slick, 
Mr. Edwards was with The Chesa- 
peake & Ohio Railway Company as 
treasurer and, since 1957, as manager 
of its investment department. 





W. K. BUSH 


O. R. MERTZ 


Chicago, Burlington & Quincy Rail- 
road Co., Chicago: W. K. BUSH has 
been elected treasurer and assistant 
secretary, succeeding R. W. COGLAN 
who retired after more than 54 years 
of continuous service. 


Koehring Company, Milwaukee: 
Financial Vice President and Treas- 
urer, ORVILLE R. MERTZ has been 
elected a member of the board of di- 
rectors. 


McLean Trucking Co., Winston-Salem, 
N. C.: Included in a number of execu- 





tive changes was the election of M. Cc. 
BENTON, JR. to executive vice presi- 
dent. He will continue as a director 
and treasurer of the company. 


R. C. BATASTINI 


L. G. PORTER 


Greyhound Corp., Chicago: P re - 
viously a financial analyst and as- 
sistant treasurer, RALPH C. BATASTINI 
has been moved up to treasurer. 


Bo r g-Warner Corp., Chicago: 
President ROBERT S. INGERSOLL has 
moved up to chairman of the board 
and chief executive officer. He was 
succeeded by LESTER G. PORTER, for- 
merly executive vice president. 


FINANCE COMPANIES 


Associates Investment Co., South 
Bend, Ind.: Newly elected assistant 
treasurer is DOUGLAS W. CHAMBERS 
who will be in charge of the New 
York treasurer’s department office. 
Mr. Chambers joined the company 
in 1953 to initiate and develop direct 
short term paper sales along the 
Eastern seaboard and conduct the 
company’s bank relations. He sold 


CALENDAR OF EVENTS 


American Bankers Association 


Oct. 15-18—87th Annual Convention: San Francisco 

Nov. 9-10—Mid-Continent Trust Conference: Baker Hotel, Dallas, Texas 

Nov. 13-14—WNational Agricultural Credit Conference: The Statler Hilton, Dallas. 
1962 

Jan. 22-23—WNational Credit Conference: LaSalle Hotel, Chicago 

Feb. 5-7—WMid-Winter Trust Conference: The Waldorf-Astoria, N. Y. C. 

May 


State Associations 


16—18—Southern Trust Conference: Golden Triangle Motor Hotel, Norfolk, Va. 


Oct. 29-Nov. 1—lowa: Hotel Fort Des Moines, Des Moines 


Nov. 


Other Associations 


2-4—Arizona: San Marcos Hotel, Chandler 


Oct. 30-Nov. 2—Mortgage Bankers Association of America: Americana Hotel, Miami 


Beach, Fla. 

Nov. 
Nov. 
1962 

Apr. 
Apr. 


12-—15—Robert Morris Associates: The Diplomat Hotel, Hollywood-by-the-Sea, Fla. 
26—-30—Financial Public Relations Association: Americana Hotel, Miami Beach 


2-4—-NABAC Eastern Regional: Lord Baltimore Hotel, Baltimore, Md. 
16—18—NABAC Northern Regional: Abraham Lincoln Hotel, Springfield, Ill. 


Apr. 30-May 2—1independent Bankers Assn.: Pittsburgh Hilton Hotel. 
May 
May 
May 





6—10—National Assn. of Mutual Savings Banks: Olympic Hotel, Seattle, Wash. 
7-9—NABAC Southern Regional: Arlington Hotel, Hot Springs, Ark. 
16-19—The American Safe Deposit Assn.: Sheraton-Palace Hotel, San Francisco 





general securities for Kidder Peabody 
& Co., New York, and worked in 
bank relations for Commercial Credit 
prior to assuming a position with 
The Associates. 


Standard Financial Corp., New York: | 
ARNOLD HARLEM has been elected ex- | 
ecutive vice president and general | 
manager of SFC Acceptance Corp., a 
subsidiary of Standard Financial | 
Corp., specializing in industrial time | 
sales and lease financing. The opera- | 
tions of Standard Financial Corpora- | 
tion’s expanding industrial time sales | 
department were transferred to SFC f 
Acceptance Corp. on September 1. 


Talcott Leasing Corp., N. Y.:) 
ROBERT N. TUTTLE has been elected | 
vice president in charge of this | 
wholly owned subsidiary of James | 
Talcott, Inc. f 


Transamerica Corp., San Francisco: L 
Three representatives of their newly- | 
t 





acquired subsidiary, Pacific Finance 
Corp., who have been elected di- 
rectors are: MAXWELL C. KING, presi- 
dent; GEORGE A. BIGLEY, executive 
vice president; and COURTLANDT Ss. 
GROss former finance director and 
president of Lockheed Aircraft Corp. 


C. 1. T. Corp., New York: GEORGE WwW. | 
DURPHY, A. I. PARKER and _ LOUIS 
SHERRY have been promoted to vice 
presidents of this industrial financing 
company. 


INVESTMENT COMPANIES || 


Investors Diversified Services, Min- 
neapolis: DONALD E. MEADS has been 
elected vice president-finance to head © 
investment activities. He was former- | 
ly with the New York Life Insurance 
Company where he was one of two 
vice presidents in charge of the com- 
pany’s investment department. 



















Union Service Corporation, N. Y.:)) 
ROBERT L. NODDIN has joined Union} 
Service as a senior securities analyst § 
in charge of public utility invest- 
ments. Union Service provides in- 
vestment research and administra- 
tive services for Tri-Continental 
Corp., the nation’s largest diversified 
closed-end investment company, and 
the Broad Street Group of Mutual 
Funds. Prior to joining Union Ser- 
vice, Mr. Noddin was a security 
analyst with Morgan Guaranty Trust 
Co. of N. Y. 
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nn ERRNO act 1asose wcarn 9 os so are 06a wid Bona sard 10d 560.0510 5 is RS eae tz 2 10.7 9.6 10.1 


ALL MEMBER BANKS (in millions) 


Excess reserves (estimated). ...........eeeee0s inten nchbhame negate 631 612 600 518 220 | 
Borrowings at Federal Reserve Banks..........cceeeeescececccccscecs 27 37 78 225 72) 





Free reserves or net borrowed reserves (—)........ccecececccccccesecs 604 575 522 293 = -501 
R Month Y — as 
RATES & U. S. GOVT. SECURITY YIELDS (FRB) — —— —_— a on 
Federal Reserve discount rate (New York). .........eeecceccecccceeees 3.00 3.00 3.00 3.00 3.001 
Prime bank rate..........6. SiEcorsToielaNsiaraieiavee aieid) gtk Siaie (piajsieratoiaia wimieisie's 4.50 4.50 4.50 4.50 4.50 F 
a idsc i ansadindascddeiassewaess 2.26 2.50 243 2.59 2196 
ee ante, GOEIICITD EVRUEIIND iia oo, 0.0.55 :8:0 6.0 6 0/6 6. 64.0.0.0000.0:000 0002060008 2.68 247 2.74 2.79 2.308 
3-month bills, market yield.........sseeeeeeeeees Riasbadinmnsense 2.25 2.34 2.43 2.60 2.15 
6-month bills, market yield............- Le nA AT AR ReaaeRene 2.69 2.64 2.80 2.82 2.335 
9-12 month bills....... dh CRk bea e eat AtA Rae Kh a wa aw hw ee 2.87 2.88 2.82 2.98 2.538 
eRe Rm UO A INNING oo oso. c. 5 nc oo 555.0101016 0 60005 5505 wees sei 3.01 3.08 2.98 3.13 2.63 
Sesh A OHS Oc vi vicincc ccckccccvcescctsccccccceccecccecs 3.74 3.76 3.47 3.88 3.13 
Bonds due or callable in 10 years or more. .....-.eeeeeceececcceccees 4.00 4.02 3.79 4.06 3.69 


COMMON STOCK PRICES (Selected SEC indexes) 


Composite of 300 stocks on the NYSE (1957—59—100).........+eeeees 134.8 1366 109.3 138.2 1183 
Agricultural machinery........ th dba CUD AEE MDMA REARNERERESEOes 111.5 116.9 96.7 126.9 10875 
Automobiles. ......+.+- Lbs ebR RDAs bbe eDaaRb eee eee WA Se Kee dOee 1145 1047 96.6 114.5 954 
Building materials, cement and glass. . 2... eee cece eee cece eeeeerece 108.6 110.5 98.8 119.4 = 106.0 
Ne es ceeded heh ease es bah oe baad daieeeseeen sss 114.2) 116.3 95.7 118.5 1010 
Drugs. .ccocccccsccccccccccvcccc esse cece eseecesesesesescesesees 159.7 165.0 137.4 166.7 14546 
Electrical equipment. ........ BiRaLe ea ee Ta Lada o Ate lee one Boye esa ieraais als aubiatee 110.6 104.7 113.0 192.5 947" 
Reseed atte NINE 05, 0.6.0, 0.8. 5.061015 © 0.5.0. eimn ind, nnisincse sinieiese:a'e ee eine sie 201.3  .200:7 144.8 202.6 1616p 
EES ELE LST EEE OEE EET OEE PET TT OT OTT 105.6 112.5 87.7 118.5 98.08 





i cnc Deane e pARERAROL ASSEN OAR RORSRRO OD ORES C004 271.5 260.4 172.4 279.2 200J5 
Paper and allied products... 2... ec cccccccccccccccccesccscccess 146.4 150.9 124.1 157.7 13655 
Petroleum refining......- Adee RE ORCROR SANE Ce C4 eee dE8s66 labia et 96.3 101.8 80.7 106.8 90.85 
Radio, TV and communication equipment mfg... . 2... eeeceeecceeecece 161.7 W730 1524 1904 1546) 
PSEA TOT Te eT TT TOT eT eT T TT ETT TE TOT TO TTT ETT TET ie 106.9 107.4 89.7 108.4 9755 
DIRS «6 +5: senvesedanses Lia tkinhebinnsaaaaids 174.1 172.2 132.3 175.0 137) 
nse Rhheieee hs whee bASSSEDEE1EDESCESREMDD ROARED AS EROS 126.6 129.9 94.5 134.2 1000 
oe ee Chae d pao ee eet Pe bkakeNmas 103.3. 108.9 93.0 115.3 10148 
NS. Ne ce WASAEAESOESDEDSORDS DUROEN ESS RET KDS OS 261.8 2669 160.0 266.9 177 
ES. 6 vakdb aoe be bd HRS SOS se Ee ON aw es 00a seed SCG EaKewnd 167.8 170.2 132.2 173.0 1444 
























BANK STOCK PRICES (Merrill Lynch indexes) 
Composite (October 1941—100).........-.-- cae hintaan ial ae 516.7 5085 361.6 516.7 3773 


New York City banks........- ladies th esha bite tt a dicahidhaboesiei 438.2 432.3 3065 444.8 322! 
Banks in other leading cities.........eeeeeeees (ritviihinessQiw.s 2000 8. 204. 26 ae 
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Look at the 16 reasons so many banks 
call on Chase Manhattan for Bank Portfolio Review 


Perhaps foremost among the reasons is the fact that 
Chase Manhattan’s Correspondent Bank Portfolio 
Review Department is a separate and distinct entity 
set up solely to analyze bank portfolios. A large and 
skilled staff of specialists devotes all its efforts to this 
single task at hand. Correspondent banks in need of 
complete investment advisory service or periodic 
spot reviews—or simply an informal investment con- 
tact to answer occasional questions about their own 
portfolio holdings—value the prompt and undivided 
attention their questions receive at Chase Manhattan. 

Whatever your reasons for outside advice with 
your bank’s investments—gain more time for other 
important duties . . . check your judgment with 
other men who have a unique understanding of bank 
investment problems . . . make sure your portfolio’s 
composition is in line with latest developments and 


trends in the investment market—look at the advan- 
tages of using Chase Manhattan’s Bank Portfolio 
Review Service. Send for “Portfolio Review Book- 
let” and read all sixteen ways your bank can benefit. 
Write Roger A. Lyon, Vice-President, for your copy 


today. 
ate 
Se 


THE 
CHASE 

MANHATTAN 
BANK 


Head Office: 1 Chase Manhattan Plaza, New York 15,N. Y. 


Member Federal Deposit Insurance Corporation 
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NCR announces a new proof concept for banks! 


NCR releases the most complete, most 
economical Bank Proof Machine ever offered! 


WHY? Because the NCR 450 completes the entire 
proving requirements more simply, more easily, in less 
time and with less~effort than any other proof machine 
available. “oe 

EXCLUSIVE COMBINATION OF FEATURES 
that make this the most complete, most economical 
Proof Machine ever developed: 


Selective Programming . . . provides versatility in sort 
and print control 

Automatic Totaling—Sub-totaling ... 24, 32 or 40 
Distribution Totals 

Automatic 3-Way Float and Service Charge Analysis 
with’ Deposit Slip Validation 


Programmable 3-Way Batch Control 

Independent Add-Subtract “List” Total 

Automatic “Single Point” Media Sorting 

Direct, Simplified Error Correction 

MICR Amount and Transaction Code Number Im- 
printing 

Automatic Endorsing 

Automatic Itemized Listing . . . with bank identifica- 
tion... for all distributions 

Time-Shared Media Handling 

Greater Production . .. more operator conveniences 
... Minimum fatigue 


The NCR 450 Proof Machine will meet the exacting demands of the most 
efficient proof operation. Investigate the specific benefits your bank can 
obtain by using the NCR 450. Your nearby National representative is pre- 
pared to give you all the details. Call him TODAY! 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 
1039 offices in 121 countries + 77 years of helping business save money 


ELECTRONIC DATA PROCESSING 
ADDING MACHINES © CASH REGISTERS 


ACCOUNTING MACHINES — 
NCR PAPER (NO CARBON REQUIRED) —— 








